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PRESIDENT  CLINTON'S  FISCAL  YEAR  1995 
BUDGET  PROPOSAL 


TUESDAY,  FEBRUARY  22,  1994 

House  of  Representatives, 
Committee  on  the  Budget, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  2:15  p.m.,  Room  210, 
Cannon  House  Office  Building,  Hon.  Martin  Olav  Sabo,  Chairman, 
presiding. 

Members  present:  Representatives  Sabo,  Mollohan,  Price, 
Blackwell,  Browder,  Woolsey,  Kolbe,  Franks,  and  Smith  of  Michi- 
gan. 

Chairman  Sabo.  The  Budget  Committee  will  come  to  order.  And 
welcome,  Secretary  of  Transportation,  Mr.  Pena.  I  have  a  state- 
ment. I  will  put  it  in  the  record.  And  it  is  good  to  have  you  here 
today.  We  have  to  tell  you,  we  hear  lots  of  good  reports  on  your 
work  in  California.  This  is  a  true  national  emergency. 

You  and  other  members  of  the  Federal  Government  responded  in 
a  very  appropriate  manner  and  it  is  what  we  are  supposed  to  do. 
And  we  think  you  did  an  outstanding  job.  We  know  you  have  a 
tough  job  ahead  of  you.  We  have  a  budget  with  very  tight  spending 
caps.  You  deal  with  some  of  the  basic  infrastructure  that  is  so  im- 
portant in  this  country  and  you  have  to  make  a  lot  of  recommenda- 
tions to  us  that  are  not  easy. 

Some  of  them,  I  expect,  we  may  have  differing  judgments  on.  But 
in  the  end  if  we  want  to  add  something,  we  have  to  subtract  some- 
thing, the  same  process  that  you  went  through.  And  we  are  just 
pleased  to  have  you  in  the  leadership  of  transportation  and  dealing 
with  the  vital  transportation  issues  of  this  country  and  we  look  for- 
ward to  hearing  from  you.  Welcome,  Mr.  Secretary. 

[The  prepared  statement  of  Hon.  Martin  Olav  Sabo  follows:! 

Prepared  Statement  of  Hon.  Martin  Olav  Sabo,  a  Representative  ln 
Congress  from  the  State  of  Minnesota 

Welcome,  Mr.  Secretary.  It's  good  to  have  you  here  today. 

First,  I  would  like  to  join  the  President  and  the  people  of  California  in  congratu- 
lating you  on  your  timely,  compassionate,  and  effective  response  to  the  California 
earthquake.  If  you're  not  careful,  you  could  give  government  a  good  name. 

You  have  also  developed  a  strategic  plan  in  anticipation  of  the  transportation 
needs  of  our  country  as  we  approach  the  21st  century.  Clearly,  the  investments  of 
today  must  be  made  with  the  needs  of  tomorrow  in  mind. 

In  the  meantime,  I'm  sure  you've  had  an  interesting  few  months  balancing  the 
merits  of  all  of  the  programs  managed  by  your  agency.  It's  probably  been  even  more 
interesting  trying  to  live  within  the  tight  budget  limits  that  were  installed  last  year. 

As  you  know,  the  spending  caps  we  put  in  place  are  very  tight,  but  our  budget 
discipline  has  already  begun  to  have  positive  effects  on  the  economy:  virtually  all 
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economic  indicators  are  positive,  the  projected  size  of  the  deficit  is  down,  and  jobs 
are  being  created — 1.9  million  last  year  alone. 

As  we  begin  work  on  this  year's  budget,  there  is  no  question  that  we  will  again 
meet  the  spending  caps  we  established  last  year.  It  is  within  that  context  that  we 
will  review  the  programs  your  agency  overseas,  and  begin  the  process  of  determin- 
ing which  ones  may  be  cut,  which  may  be  eliminated,  and  which  may  be  increased. 

There  is  no  question  that  an  efficient,  effective,  safe,  environmentally  sensitive 
transportation  system  is  critical  to  developing  and  maintaining  a  strong  and  grow- 
ing economy.  Whether  it's  moving  goods  from  place  to  place  or  getting  people  to 
their  jobs,  a  transportation  infrastructure  that  moves  people  and  goods  safely  and 
dependably  is  essential.  I  am  looking  forward  to  hearing  your  views  on  the  current 
state  of  our  transportation  network,  and  your  projections  and  suggestions  for  the  fu- 
ture. 

For  instance,  we  are  very  eager  to  hear  your  report  on  how  effective  the  $155  bil- 
lion Intermodal  Surface  Transportation  Act  of  1991  has  been  to  date.  Looking  to  the 
future  needs  of  our  country,  I  have  long  supported  mass  transit  and  Intelligent  Ve- 
hicle Highway  Systems — IVHS — which  is  basically  using  technology — instead  of  the 
more  costly  widening  and  extending  of  highways — to  move  traffic  programs  effi- 
ciently and  effectively.  I  am  encouraged  to  see  that  IVHS  programs  are  slated  to 
receive  funding  increases  in  the  President's  budget. 

I  am  also  looking  forward  to  hearing  your  views  on  transportation  research  and 
development  programs.  The  use  of  lightweight,  composite  materials  and  other  tech- 
nological advances  hold  out  the  promise  of  stronger,  safer,  more  fuel  efficient  vehi- 
cles. When  one  considers  that  we  import  approximately  50  percent  of  our  oil  from 
overseas — to  the  tune  of  $50-60  billion  a  year — the  promise  of  more  fuel  efficient  ve- 
hicles as  a  way  to  reduce  pollution  and  reduce  our  dependence  on  foreign  oil  be- 
comes all  the  more  compelling. 

In  the  final  analysis,  we  must  continue  to  emphasize  a  safe,  secure,  efficient,  inte- 
grated, and  environmentally  sound  transportation  system  that  meets  the  needs  of 
Loday  and  anticipates  the  needs  of  tomorrow.  I  look  forward  to  your  testimony  today, 
and  I  look  forward  to  working  with  you  and  the  President  to  achieve  those  goals. 

STATEMENT  OF  HON.  FEDERICO  PENA,  SECRETARY  OF 

TRANSPORTATION 

Secretary  Pena.  Thank  you,  Mr.  Chairman,  and  good  afternoon. 
Mr.  Chairman,  as  usual,  I  have  a  formal  statement  for  the  record 
which  I  will  submit. 

Chairman  Sabo.  We  will  put  the  entire  statement  in  the  record. 

Secretary  Pena.  Thank  you,  Mr.  Chairman,  and  Members  of  the 
committee.  I  have  some  opening  comments  I  would  like  to  make 
and  then  will  be  very  happy  to  address  your  questions. 

I  am  very  pleased  to  appear  before  you  to  discuss  the  Depart- 
ment of  Transportation's  budget  request  for  fiscal  year  1995. 

Chairman  Sabo.  Before  you  start,  I  should  indicate  to  the  com- 
mittee that  Mr.  Kasich  is  having  weather  problems  and  is  due  in 
shortly,  but  he  would  be  here  otherwise. 

Secretary  Pena.  Thank  you,  Mr.  Chairman.  I  would  like  to  first 
begin  by  taking  this  opportunity  to  explain  how  we  approached  the 
fiscal  year  1995  budget  and  the  priorities  that  shaped  our  budget 
request. 

We  have  always  been  a  Nation  in  motion.  Americans  have  moved 
farther  and  gone  faster  and  made  more  progress  in  our  short  his- 
tory than  any  other  country  on  earth.  Together  the  transportation 
industry  represents  17  percent  or  about  $1  trillion  dollars  of  our 
gross  domestic  product.  The  capital  stock  of  our  transportation  in- 
frastructure is  valued  at  $1.4  trillion. 

As  we  approach  the  next  century,  our  transportation  system  re- 
mains critical  to  the  well-being  of  our  Nation.  The  result  of  these 
priorities  is  the  budget  for  1995  that  sets  unprecedented  levels  for 
transportation  investment  in  our  country.  This  budget  is  about  in- 


vestment.  It  is  about  jobs,  infrastructure,  safety,  technology,  and 
most  importantly,  in  America's  competitive  future. 

The  challenge  that  we  had,  Mr.  Chairman,  in  putting  this  budget 
together  was  to  provide  for  our  key  investment  priorities,  while 
meeting  the  budget  targets  and  achieving  our  deficit  reduction 
goals.  The  bottom  line  is  that  we  are  asking  the  Congress  to  pro- 
vide $39.7  billion  in  appropriations  and  obligation  limitations  for 
programs  administered  by  the  Department  of  Transportation. 

The  process  that  we  followed  in  putting  this  budget  together  was 
to  ask  each  of  the  modal  administrators  and  each  of  the  assistant 
secretaries  to  do  a  thorough  bottom-up  review,  to  cut  back  wher- 
ever possible,  to  eliminate  activities  that  were  no  longer  appro- 
priate, and  to  preserve  what  was  very  fundamental  to  DOT's  mis- 
sion. 

Our  tough  budget  process  has  resulted  in  a  number  of  program 
cuts  and  terminations,  but  it  has  also  preserved  a  strong  and  grow- 
ing budget  for  infrastructure,  for  research  and  development — which 
will  keep  American  goods  and  people  moving  efficiently — address- 
ing environmental  concerns  and  moving  our  transportation  system 
toward  the  21st  century. 

We  developed  a  strategic  plan  which  was  recently  completed 
which  provides  a  framework  for  the  budget.  Mr.  Chairman,  I  have 
with  me  today  a  copy  of  our  seven-point  strategic  plan  which  we 
are  happy  to  provide.  It  is  a  summary  of  a  much  more  detailed  doc- 
ument. Our  challenge  was  to  shape  the  1995  budget  to  respond  to 
the  priorities  we  identified  in  our  strategic  plan.  So  today  I  would 
like  to  present  the  budget  reflecting  those  seven  goals  in  our  strate- 
gic plan. 

The  first  goal  is  what  we  call  tying  America  together.  This  goal 
is  to  develop  an  effective  intermodal  transportation  system  to  help 
us  meet  the  challenges  of  the  21st  century  global  economy  by  en- 
hancing all  of  our  different  modes  of  transportation  and  their  links, 
allowing  us  to  travel  at  lower  cost  and  with  fewer  delays. 

In  December  of  last  year,  we  announced  the  National  Highway 
System  which  was  submitted  to  Congress,  and  ISTEA  suggested 
that  it  be  adopted  by  1995.  But  that  same  day  I  announced  the  ef- 
fort to  engage  in  a  year-long  process  throughout  the  country  to  de- 
velop a  National  Transportation  System,  which  is  to  find  a  way  to 
connect  all  of  the  forms  of  transportation  we  have  in  our  country 
into  a  national  system  following  the  process  we  used  in  developing 
the  National  Highway  System. 

To  do  that,  we  found  at  least  three  modes  of  transportation  that 
needed  significant  support  if  we  were  to  put  together  a  truly  Na- 
tional Transportation  System. 

Those  three  were,  number  one,  aviation;  second,  the  maritime  in- 
dustry; and  third,  passenger  rail.  Our  budget  reflects  those  three 
priorities.  In  aviation,  a  7  percent  increase  to  $2.3  billion  for  Facili- 
ties and  Equipment  for  major  projects  to  improve  and  modernize 
air  traffic  systems  and  $1.69  billion  for  the  airport  improvement 
grant  program. 

The  budget  does  not  reflect  the  Federal  corporation  for  the  air 
traffic  control  system.  Recommendations  will  be  available  to  me  in 
April  of  this  year.  We  think  that  because  this  is  the  only  govern- 
ment entity  that  regulates  an  entire  industry,  that  we  have  to  look 


at  how  we  can  restructure  it.  It  is  bound  by  personnel  and  procure- 
ment and  budgetary  restraints,  which  we  think  do  not  give  it  the 
entrepreneurial  flexibility  to  bring  on  new,  modern  equipment,  to 
continue  our  commitment  to  safety  and  to  deal  with  difficult  pro- 
curement issues  that  we  have  to  grapple  with. 

I  won't  elaborate  the  historical  problems  that  the  FAA  has  had 
to  deal  with,  but  we  think  the  cooperation  will  help  significantly. 

Second  is  the  maritime  industry.  We  believe  that  it  is  critical  to 
our  Nation's  competitiveness.  The  1995  budget  proposes  a  10-year, 
$1  billion  Maritime  Security  Program.  This  will  help  to  maintain 
our  U.S. -flagged  commercial  fleet  and  provide  payments  of  $2.5 
million  per  vessel  in  the  first  3  years.  That  will  then  drop  to  $2 
million  per  vessel  for  the  remaining  7  years. 

I  think  it  is  significant  to  note  that  this  is  the  first  time  the 
President's  budget  has  incorporated  funding  for  a  new  maritime  as- 
sistance program.  We  are  also  calling  for  a  second  year  of  support 
for  the  shipbuilding  industry.  We  believe  that  our  shipbuilding  pro- 
posal for  1994-95  will  allow  us  to  leverage  $1.5  billion  in  new  ship 
construction  for  our  country;  obviously,  very  important  to  that  in- 
dustry. 

And  the  third  mode  that  we  are  very  concerned  about  is  pas- 
senger rail.  That  is  why  our  1995  budget  proposes  a  15  percent  in- 
crease for  Amtrak  operating  and  capital  assistance  for  a  total  of 
$788  million.  We  are  also  proposing  $32.5  million  for  our  next  Gen- 
eration High-Speed  Rail  Program,  which  I  will  discuss  later  on  in 
my  testimony. 

So  if  we  can  focus  on  those  three  modes  and  keep  them  healthy, 
I  believe  we  will  be  able  to  put  together  an  effective  National 
Transportation  System  as  we  work  through  that  this  coming  year. 

Our  second  goal  is  to  invest  in  infrastructure.  That  is  one  of  the 
President's  key  themes  and  priorities.  The  Department  of  Trans- 
portation's budget  continues  to  grow  in  this  area  to  a  level  of  $28.2 
billion  in  fiscal  year  1995.  The  increase  in  highway  funds  will  help 
those  areas  that  are  impacted  by  NAFTA,  for  example.  Not  only 
does  infrastructure  spending  account  for  the  predominant  portion 
of  our  budget,  71  percent,  but  our  infrastructure  budget  at  the  De- 
partment accounts  for  over  83  percent  of  the  total  Federal  budget 
for  infrastructure. 

The  President  demonstrated  his  special  commitment  to  our  Na- 
tion's infrastructure  by  fully  funding  key  programs  at  ISTEA  lev- 
els. 

Mr.  Chairman,  I  know  there  will  be  lots  of  questions  on  this 
point,  and  let  me  address  it  head  on.  When  we  are  talking  about 
full  funding,  there  has  been  some  definitional  disagreement  among 
parties  who  talk  about  full  funding.  When  we  talk  about  full  fund- 
ing, we  mean  the  primary  highway  and  transit  formula  programs 
of  ISTEA  that  affect  every  State  and  transit  agency  and  are  the 
major  areas  of  State  and  local  decision  making. 

We  are  proposing  that  the  core  categorical  Federal  highway 
grants  be  funded  at  $18,332  billion,  up  4  percent  from  1994.  We 
are  recommending  that  mass  transit  formula  grants  be  at  the  au- 
thorized level  of  $2,865  billion,  an  increase  of  19  percent  over  1994. 
We  urge  your  support  of  these  recommendations. 


The  budget  does  cut  transit  operating  assistance  by  25  percent, 
but  the  capital  portion  of  formula  grants  increases  by  40  percent 
to  almost  $2.3  billion.  As  a  result,  every  transit  agency  in  America 
will  receive  more  money,  more  dollars  for  transit  in  this  budget 
than  they  received  last  year. 

Our  focus  is  going  to  be  on  capital  assistance  because  we  think 
it  is  a  much  more  strategic  investment.  Capital  assistance  will 
allow  modernization  of  equipment  and  more  replacement  of 
overaged  vehicles.  We  believe  that  newer  vehicles  which  are  more 
efficient  will,  in  turn,  reduce  the  operating  cost  to  transit  agencies 
and  also  make  those  vehicles  and  buses  more  accessible  and  com- 
fortable which  we  believe  will  increase  ridership. 

Transit  authorities  are  experiencing  more  stable  fuel  and  labor 
costs  and  lower  debt  service.  All  of  these  factors,  we  believe,  should 
help  local  areas  to  accommodate  the  reduction  in  the  operating  as- 
sistance amount. 

Let  me  provide  one  example  by  way  of  illustration.  The  city  I  am 
going  to  use  is  simply  illustrative  of  all  the  cities  in  the  country. 
Atlanta  will  receive  18  percent  more  in  formula  funds,  but  will 
have  to  pick  up  only  1  percent  of  its  operating  cost  because  of  the 
recommendation  we  are  making  of  25  percent  in  operating  cost  re- 
duction. 

The  Federal  share  for  Atlanta  will  drop  from  3.5  to  2.6  percent. 
We  think  that  cities  should  be  able  to  adjust  to  the  relatively  minor 
cut  in  the  operating  side  because  we  are  giving  so  much  more  as- 
sistance on  the  capital  side,  which  will  indirectly  help  them  keep 
down  their  operating  costs. 

This  budget  funds  a  larger  percent  overall  of  all  the  programs 
covered  by  ISTEA  than  ever  before,  94  percent  of  ISTEA  programs 
will  be  fully  funded  versus  83  percent  in  1993.  States  and  local  gov- 
ernments will  have  $3.6  billion  more  to  spend  on  highways  and 
transit  than  they  did  in  1993. 

Our  third  goal,  Mr.  Chairman,  is  to  promote  new  technologies. 
Research  and  development  is  an  area  of  very  vital  importance  to 
our  Nation's  economic  future  and  international  competitiveness. 
Within  the  government  overall,  $2.7  billion  is  spent  on  transpor- 
tation-related research  and  development. 

This  is  a  chart  to  my  left,  to  your  right,  which  indicates  our  re- 
search and  development  budget  between  1991  and  1995.  You  can 
see  we  are  making  a  significant  increase,  14  percent  under  the 
budget  proposal  that  we  have  before  you.  This  will  allow  us  to  mod- 
ernize our  transportation  systems  and  it  will  help  us  create  new 
opportunities  in  the  defense  conversion  areas. 

We  are  proposing  to  spend  $289  million  on  intelligent  vehicle 
highway  systems.  We  want  to  invest  more  in  the  global  positioning 
satellite  system,  $46  million,  up  53  percent  from  last  year  both  in 
the  FAA  and  the  Coast  Guard  to  facilitate  its  application  to  civilian 
use.  FAA  will  issue  standards  for  precision  approach  use  leading  to 
category  one  precision  approaches  in  1996. 

This  whole  new  technology  is  something  that  we  want  to  acceler- 
ate because  we  think  it  will  pay  off  to  the  industries  by  reducing 
travel  time  and  fuel  cost  and  by  accelerating  the  use  of  new  tech- 
nology in  the  area  of  transportation. 


Our  budget  also  includes  a  little  over  $32  million  for  the  next 
generation  of  high  speed  rail.  I  must  say  this  was  a  smaller 
amount  than  I  hoped  we  could  get,  but  we  all  had  a  difficult  budget 
constraint  to  operate  under.  But  this  amount  allows  us  to  move  for- 
ward to  continue  to  build  a  stronger  foundation  for  high-speed  rail 
throughout  the  country. 

Our  high  speed  rail  proposal  has  three  components.  One  is  the 
development  and  demonstration  of  new  technology  that  could  be 
used  on  existing  infrastructure,  such  as  nonelectric  locomotives. 
One  of  the  arguments  that  we  have  been  confronted  with  is  the 
high  cost  of  electrification  in  the  country.  If  we  can  develop  a  loco- 
motive that  did  not  require  electrification,  that  would  reduce  the 
cost  of  putting  in  place  a  high-speed  rail  in  our  country. 

Two,  we  want  to  conduct  a  feasibility  study  that  is  actually  re- 
quired by  ISTEA  to  help  us  support  future  funding  decisions  for 
high-speed  rail.  And  third,  we  need  to  work  more  closely  with  Am- 
trak.  For  too  long  I  think  Amtrak  was  kept  at  arm's  length  from 
the  Department  of  Transportation.  We  want  to  be  more  supportive 
of  Amtrak.  After  all,  that  is  the  most  available  high-speed  rail  po- 
tential in  our  country.  If  we  can  make  Amtrak  successful  and  make 
it  work,  I  think  we  can  make  it  a  model  for  future  corridors  and 
other  applications  in  other  parts  of  the  country. 

Our  fourth  goal  is  to  foster  safe  and  secure  transportation.  As 
you  know,  safety  has  always  been  central  to  our  activities.  Some 
programs  are  directly  aimed  at  safety  issues,  such  as  safety  inves- 
tigations and  grants.  The  funding  level  is  maintained  at  $1..9  bil- 
lion, essentially  the  same  as  1994. 

We  will  fund  our  motor  carrier  safety  grants  at  the  ISTEA  level 
and  that  will  help  us  address  the  border  trucking  issues  that  might 
arise  from  NAFTA.  We  are  committed  to  reducing  motor  vehicle  in- 
juries. In  addition  to  the  significant  impact  on  people's  lives  and 
safety,  it  is  also  a  health  problem  representing  the  primary  cause 
of  death  for  Americans  between  the  age  of  5  and  34  years  of  age. 

We  forget  that  these  injuries  generate  $3.75  billion  a  year  in 
Federal  medicare  costs.  We  want  to  make  more  progress  in  reduc- 
ing those  deaths  and  injuries.  We  will  also  continue  our  safety 
grants  to  help  local  governments  operate  programs  to  reduce  traffic 
crashes,  fatalities  and  injuries.  We  want  to  reduce  the  use  of  alco- 
hol in  accidents.  We  also  want  to  increase  the  use  of  seat  belts. 

We  worked  very  closely  with  Governor  Hunt  in  North  Carolina 
who  started  a  program  last  year  for  a  3-year  period  and  called  it 
the  Click  It  or  Ticket  Program.  He  was  able  to  get  seat  belt  use 
from  65  percent  to  over  80  percent  in  just  3  months.  We  would  like 
to  have  that  program  replicated  in  other  States  around  the  country 
because  we  can  see  enormous  potential  in  reducing  deaths  and  in- 
juries in  our  National  Transportation  System. 

The  other  part  of  this  strategy  is  on  the  security  side.  We  have 
made  this  a  very  specific  goal  of  the  Department  and  that  is  to  en- 
sure that  we  have  enhanced  security  in  all  the  forms  of  transpor- 
tation in  our  country.  We  have  additional  funding  for  the  Coast 
Guard  of  about  4  percent. 

We  will  also  take  action  in  areas  that  do  not  have  direct  budg- 
etary impacts  on  the  Department.  For  example,  a  few  months  ago 
we  issued  our  new  alcohol  and  drug  testing  rules.  These  will  now 


require  testing  and  other  requirements  on  about  7  million  transpor- 
tation individuals  around  the  country.  We  think  increasing  safety 
belt  use  will  be  very  important  in  reducing  those  costs. 

Our  fifth  goal,  Mr.  Chairman,  is  to  actively  enhance  our  environ- 
ment. We  are  proposing  to  have  direct  program  spending  of  $519 
million  on  environmental  programs.  That  includes  funds  for  clean- 
ing up  our  own  facilities,  marine  environmental  protection  and 
noise  mitigation.  We  are  going  to  address  congestion  management 
that  wastes  $39  billion  a  year  in  the  50  largest  cities  in  our  country 
in  terms  of  fuel  cost,  lost  time  and,  of  course,  damage  to  air  quality. 

I  got  a  very  direct  experience  about  the  problem  of  congestion  in 
Los  Angeles,  recognizing  the  tremendous  reliance  that  people  have 
on  using  their  freeways  and  highways  and  the  congestion  and  sig- 
nificant dislocations  that  resulted  from  the  earthquake.  To  help  us 
deal  with  the  congestion  problem  we  have  two  programs.  One  is 
our  congestion  mitigation  highway  funds,  which  are  authorized  an- 
nually by  ISTEA.  Second,  we  are  recommending  that  10  percent  of 
the  formula  transit  funds  that  go  directly  to  cities,  $265  million, 
should  be  used  to  reduce  congestion. 

Our  sixth  goal  is  to  make  transportation  relevant  and  accessible 
to  users.  This  may  sound  a  bit  obvious,  but  we  believe  historically, 
at  least  in  some  past  decisions,  we  have  seen  investments  in  trans- 
portation infrastructure  which  had  disruptive  impacts  on  neighbor- 
hoods and  communities.  We  want  to  ensure  that  we  put  people  first 
as  we  make  future  investments  in  transportation. 

We  just  conducted  10  regional  hearings  throughout  the  country 
to  ask  people  how  they  felt  ISTEA  was  working.  We  learned  a  lot 
from  those  hearings.  We  are  proposing  capital  funding  increases  for 
transit  to  help  people  deal  with  the  new  responsibilities  under  the 
Americans  With  Disabilities  Act.  We  are  proposing  $502  million  for 
transportation  planning,  something  that  we  hear  a  great  need  for 
throughout  the  country,  and  a  new  program  of  $30  million  for  our 
Livable  Communities  Initiative. 

Mr.  Chairman,  I  found  that  when  I  was  in  Oakland  last  year,  the 
City  of  Oakland  wanted  to  take  advantage  of  a  transit  stop  so  that 
that  transit  stop  could  be  integrated  into  the  neighborhood  busi- 
nesses and  into  the  community.  We  thought  that  was  a  very 
thoughtful  way  of  looking  at  that  investment  so  it  would  have  a 
beneficial  impact  on  the  community. 

A  block  away  from  the  transit  stop  was  a  whole  series  of  neigh- 
borhood business  people  and  they  felt  that  they  could  take  advan- 
tage of  the  traffic  coming  from  that  traffic  stop.  There  was  also  a 
health  center  nearby,  but  it  wasn't  connected.  We  are  encouraging 
people  with  this  small  program  to  think  about  how  we  can  make 
liveable  cities  more  a  reality  by  thinking  strategically  about  trans- 
portation investments  and  how  they  relate  to  quality  of  life  issues 
and  neighborhood  concerns. 

Our  last  goal,  Mr.  Chairman,  is  to  transform  the  Department  of 
Transportation.  As  you  know,  The  National  Performance  Review 
asked  all  of  the  departments  to  make  dramatic  changes  in  their  de- 
partment and  we  are  very  excited  about  doing  this.  We  believe  that 
we  can  work  better  and  we  can  cost  less.  We  are  taking  it  very  seri- 
ously at  the  Department  of  Transportation.  Our  budget  reflects  the 
National  Performance  Review  recommendations  such  as  increased 
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fees  for  FAA  inspection  of  foreign  repair  facilities  and  the  reduction 
of  the  Essential  Air  Service  Program. 

We  have  included  the  termination — and  these  are  all  tough  deci- 
sions, Mr.  Chairman,  I  have  to  say — of  the  Local  Rail  Freight  As- 
sistance Program,  which  I  know  was  important  to  many  commu- 
nities. But  we  looked  at  that  very  hard  and  said  it  was  now  time 
to  end  that  program. 

We  are  also  committed  to  the  President's  goal  of  reducing  full- 
time  equivalents  in  the  department's  civilian  employment.  Our  goal 
is  to  reduce  civilian  employment  by  12  percent  by  1999.  We  will 
achieve  a  5  percent  reduction  by  the  end  of  1995  versus  1993.  We 
are  actually  ahead  of  schedule  in  meeting  that  goal.  We  are  pleased 
with  the  progress  that  the  Congress  has  made  in  moving  the  buy- 
out legislation  which  we  think  is  absolutely  critical  if  we  are  to 
achieve  these  objectives  in  a  sane  and  rational  fashion.  And  we 
hope  that  that  legislation  is  passed  as  quickly  as  possible. 

In  summary,  through  a  detailed  analysis  and  some  very  difficult 
and  tough  decisions,  we  believe  we  have  developed  a  budget  that 
is  strong  and  focuses  on  the  infrastructure,  investment  side,  on  the 
research  and  development  side,  and  geared  toward  economic 
growth  and  job  creations. 

Mr.  Chairman,  that  ends  my  opening  comments  and  my  sum- 
mary of  the  1995  budget  request.  And  I  would  be  very  pleased  to 
answer  your  questions. 

[The  prepared  statement  of  Hon.  Federico  Pena  follows:! 

Prepared  Statement  of  Hon.  Federico  Pena,  Secretary  of  Transportation 

Mr.  Chairman  and  members  of  the  Committee,  I  am  pleased  to  appear  before  you 
to  discuss  the  Department  of  Transportation's  (DOT)  budget  request  for  Fiscal  Year 
1995.  I  would  like  to  take  this  opportunity  to  explain  how  we  approached  the  FY 
1995  budget  and  the  priorities  that  shape  our  budget  request. 

We  have  always  been  a  nation  in  motion.  Americans  have  moved  farther,  gone 
faster,  and  made  more  progress  in  our  short  history  than  any  other  country  on 
earth.  Together,  the  transportation  industry  represents  17  percent,  or  about  $1  tril- 
lion, of  our  Gross  Domestic  Product.  The  capital  stock  of  our  transportation  infra- 
structure is  valued  at  over  $1.4  trillion.  As  we  approach  the  next  century,  our  trans- 
portation system  remains  critical  to  the  well-being  of  this  nation. 

This  budget  recognizes  the  importance  of  transportation  to  our  economy.  Several 
months  ago,  the  President  sat  down  with  his  Cabinet  and  senior  advisors  to  begin 
putting  this  budget  together.  When  I  met  with  him,  the  President  and  I  talked 
about  the  role  of  transportation  investment  in  our  economy:  About  the  nearly  25,000 
quality  jobs  supported  by  every  $1  billion  investment  in  transportation  infrastruc- 
ture; about  the  critical  role  that  transportation  plays  in  local  and  regional  economic 
development;  and,  about  the  important  public  commitment  of  stewardship  and  fidu- 
ciary responsibility  to  maintain  our  infrastructure. 

The  result  is  a  budget  for  1995  that  sets  unprecedented  levels  for  transportation 
investment  in  this  country.  This  budget  is  about  investment — in  jobs,  infrastructure, 
safety,  technology  and  most  importantly  in  America's  competitive  future. 

The  Challenge 

We  had  to  provide  for  DOT's  key  investment  priorities  while  meeting  budget  tar- 
gets, and  achieving  our  deficit  reduction  goals.  This  is  the  first  time  discretionary 
spending  in  the  Federal  Budget  has  been  capped  at  zero  growth.  Hence,  we  faced 
tough  choices  in  formulating  this  budget. 

The  Bottom  Line 

We  are  asking  Congress  to  provide  $39.7  billion  in  appropriations  and  obligation 
limitations  for  programs  administered  by  the  Department  of  Transportation.  This  is 
about  a  2  percent  increase,  $800  million  more  than  the  levels  enacted  in  the  regular 
DOT  Appropriations  Act  for  FY  1994. 


The  President  made  tough  choices,  and  a  key  priority  of  his  was  to  invest  in 
transportation  infrastructure  because  it  helps  grow  the  economy  and  create  jobs. 
Moreover,  the  Department  has  a  public  commitment  of  stewardship,  and  fiduciary 
responsibility,  to  maintain  the  nation's  infrastructure.  As  an  example  in  the  high- 
way area  alone,  FHWA  estimates  that  about  25  percent  of  our  major  highways  have 
poor  or  mediocre  pavement,  which  increases  vehicle  operating  costs  and  congestion. 
Similarly,  20  percent  of  the  highway  bridges  are  rated!  as  structurally  deficient.  De- 
ferring rehabilitation  or  reconstruction  increases  the  cost  and  time  required  to  re- 
build. 

The  Process  We  Followed 

I  began  the  FY  1995  budget  process  by  asking  each  Administrator  and  each  As- 
sistant Secretary  to  do  a  thorough  "bottom-up"  review  to:  Cut  back  wherever  pos- 
sible; eliminate  activities  we  no  longer  need  to  do,  and,  preserve  what  is  essential 
to  DOT's  mission. 

Our  tough  budget  process  has  resulted  in  a  number  of  program  cuts  and  termi- 
nations but  it  has  also  preserved  a  strong  and  growing  budget  for  infrastructure, 
and  R&D  which  will  keep  American  goods  and  people  moving  efficiently,  address  en- 
vironmental concerns,  and  move  our  transportation  system  toward  the  21st  century. 

DOT  Strategic  Plan 

DOTs  new  Strategic  Plan,  which  we  recently  completed,  provides  the  framework 
for  this  budget.  I  would  like  to  explain  how  the  budget  supports  the  seven  goals  set 
out  in  our  Plan. 

GOAL  1:  Tie  America  Together: 

The  first  goal  in  our  plan  is  to  develop  an  effective  intermodal  transportation 
system — to  help  us  meet  the  challenges  of  the  21st  century  global  economy  by  en- 
hancing all  our  different  modes  of  transportation  and  their  links,  allowing  all  of  us 
to  travel  at  lower  cost  and  with  fewer  delays.  This  will  involve  the  development  of 
a  National  Transportation  System  (NTS)  involving  all  modes,  which  is  built  upon 
the  model  of  the  National  Highway  System  (NHS)  we  recently  announced.  The  NTS 
will  include  components  from  aviation,  highways,  intercity  bus,  intermodal  termi- 
nals, pipelines,  ports  and  waterways,  public  transit  and  railroads.  It  will  be  devel- 
oped in  cooperation  with  transportation  industries,  users,  State  and  local  govern- 
ments, and  others  affected  by  transportation  services  and  facilities.  The  Department 
will  ask  those  parties,  through  an  outreach  effort,  to  share  the  insights  that  they 
have  developed  through  their  ongoing  planning  and  operational  experience. 

In  this  budget  we  are  focusing  on  three  modes  that  need  strengthening  to  be  effec- 
tive players  in  our  emerging  intermodal  system:  the  aviation  industry,  maritime  in- 
dustries and  passenger  rail  service. 

For  aviation,  we  propose  a  7  percent  increase  to  $2.3  billion  for  Facilities  and 
Equipment,  for  major  projects  to  improve  and  modernize  air  traffic  control  systems, 
such  as  radars  and  landing  and  navigation  aids.  We  also  request  level  funding  for 
Airport  Improvement  grants  at  $1.69  billion  to  address  the  capacity,  efficiency  and 
safety  of  our  aviation  system.  AIP  grants  fund  major  projects,  such  as  construction 
and  rehabilitation  of  runways,  taxiways,  and  apron  areas. 

While  the  budget  does  not  reflect  our  proposal  to  create  an  Air  Traffic  Control 
(ATC)  corporation,  we  are  actively  working  to  develop  a  proposal  for  consideration 
later  this  year.  As  the  Committee  knows,  FAA's  air  traffic  control  system  is  a 
unique  entity  within  the  government.  It  is  an  operational  organization,  up  and  run- 
ning 24  hours  a  day,  365  days  a  year.  It  is  also  the  only  government  entity  upon 
which  an  entire  industry  is  wholly  dependent.  Put  simply,  without  air  traffic  con- 
trol, there  is  no  airline  service. 

Bound  by  the  federal  personnel,  procurement,  and  budgetary  constraints  as  it  is 
today,  the  air  traffic  control  system  simply  cannot  function  as  safely,  efficiently,  and 
cost-effectively  as  it  should.  Restructuring  the  system  into  a  government  corporation 
can  address  those  problems.  As  we  put  together  our  detailed  proposal,  we  look  for- 
ward to  working  with  the  Committee  to  make  the  air  traffic  control  system  work 
better  and  cost  less. 

The  maritime  industry  is  important  to  our  nation's  security  and  global  competi- 
tiveness, and  the  Budget  includes  two  initiatives  to  help  revitalize  this  sector  of  our 
transportation  system.  The  first  is  a  $1  billion,  10-year  new  Maritime  Security  Pro- 
gram, to  help  maintain  a  U.S.-flagged  commercial  fleet.  This  proposal  will  provide 
subsidies  of  $2.5  million  per  vessel  in  the  first  three  years  of  the  program,  and  $2 
million  per  vessel  for  the  remainder  of  the  program.  Tnis  is  the  first  time  the  presi- 
dent's Budget  has  incorporated  funding  for  a  new  maritime  assistance  program.  The 
second  initiative  provides  funds  to  leverage  $1.5  billion  in  loans  over  two  years  (FY 
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1994-95)  for  shipbuilding  and  shipyard  modernization.  Also,  $3.6  million  for  mari- 
time research  and  development  will  be  focused  on  intermodal  connections  to  improve 
efficiency  of  cargo  movement  through  ports,  and  environmental  protection  to  reduce 
ocean  pollution. 

For  passenger  rail,  we  propose  a  15  percent  increase  in  Amtrak  operating  and 
capital  assistance,  to  $788  million.  In  addition,  we  would  continue  to  support  the 
Northeast  Corridor  Improvement  Program  at  $200  million,  and  invest  $100  million 
over  two  years  in  a  joint  venture  for  redevelopment  of  New  York's  Penn  Station. 
We  also  propose  $32.5  million  for  the  Administration's  Next  Generation  High-Speed 
Rail  Program,  which  I  will  discuss  further  in  the  context  of  technology  development. 

The  budget  also  includes  $15  million  to  continue  funding  for  the  Bureau  of  Trans- 
portation Statistics  (BTS).  In  FY  1994-95,  BTS  will  be  completing  studies  of  cargo 
flow  and  passenger  travel.  This  data  can  help  us  shape  the  National  Transportation 
System. 

GOAL  2:  Investing  in  Infrastructure 

Because  investing  in  infrastructure  is  one  of  the  President's  key  themes  and 
priorities,  DOT's  budget  continues  to  grow  in  this  area,  to  a  level  of  $28.2  billion 
in  FY  1995,  an  increase  of  about  $800  million  over  the  levels  enacted  in  the  regular 
DOT  Appropriations  Act  for  FY  1994.  This  includes  grants  to  State  and  local  gov- 
ernments and  the  capital  requirements  of  the  Coast  Guard  and  the  FAA.  The  in- 
crease in  highway  funds  helps  States  impacted  by  NAFTA. 

Not  only  does  infrastructure  spending  account  for  the  predominant  portion  of 
DOT's  budget — fully  71  percent — but  DOT's  infrastructure  budget  accounts  for  over 
83  percent  of  the  total  Federal  budget  for  infrastructure. 

The  President  demonstrates  his  special  commitment  to  our  Nation's  infrastructure 
by  fully  funding  key  programs  at  ISTEA  levels. 

When  we're  talking  about  full  funding,  there  has  always  been  a  definitional  prob- 
lem about  what  is  meant  by  this.  We're  talking  about  the  primary  formula  programs 
of  ISTEA  that  affect  every  State  and  transit  agency,  and  are  the  major  areas  of 
State  and  local  decision  making:  Core  categorical  Federal-aid  highway  grants  at 
$18,332  billion,  up  4  percent  over  FY  1994;  mass  transit  formula  grants  at  $2,865 
billion,  an  increase  of  19  percent  over  1994 

We  urge  you  to  join  us  in  focusing  on  these  core  programs. 

The  budget  does  cut  transit  operating  assistance  25  percent,  but  the  capital  por- 
tion of  formula  grants  increases  by  40  percent,  to  almost  $2.3  billion.  As  a  result, 
every  transit  agency  in  America  will  receive  more  dollars  for  transit  in  this  budget. 
Our  focus  is  on  capital  assistance  because  we  think  it  is  a  more  strategic  invest- 
ment. Transit  capital  assistance  will  allow  modernization  of  equipment  and  more  re- 
placement of  over-age  vehicles.  Newer  vehicles  are  more  efficient  and  require  less 
maintenance,  which  in  turn  lowers  operating  costs,  and  are  also  more  accessible  and 
comfortable  which  can  help  increase  ridership.  We  also  believe  that  with  low  infla- 
tion and  interest  rates,  transit  authorities  are  experiencing  more  stable  fuel  and 
labor  costs  and  lower  debt  service.  All  of  these  factors  should  help  local  areas  to  ac- 
commodate the  reduction  in  operating  assistance. 

Just  to  give  you  an  example  of  the  impact  of  this  reduction  in  operating  assist- 
ance, Atlanta  will  receive  18  percent  more  in  formula  funds  and  have  to  pick  up 
only  an  additional  1  percent  of  its  operating  costs.  The  Federal  share  will  drop  from 
3.5  percent  to  2.6  percent.  In  New  York  City,  it  is  estimated  that  the  reduction  in 
operating  assistance  equates  to  a  two-cent  fare  increase.  A  one-half  of  one  percent 
expense  cut  would  more  than  cover  this  reduction. 

I  would  especially  like  to  note  that  this  budget  funds  a  larger  percent  overall  of 
all  programs  covered  by  ISTEA  than  ever  before — 94  percent,  versus  81  percent  in 
FY  1993.  This  means  that  States  and  local  governments  will  have  $3.6  billion  more 
to  spend  on  highways  and  transit  than  they  did  in  FY  1993. 

GOAL  3:  Promote  New  Technologies 

Research  and  Development  is  an  area  of  vital  importance  to  the  Nation's  eco- 
nomic future  and  international  competitiveness.  For  example,  application  of  new 
technology  at  border  crossings  can  help  facilitate  the  flow  of  traffic.  Within  the  gov- 
ernment overall,  $2.7  billion  is  spent  on  transportation-related  R&D.  The  Depart- 
ment has  been  designated  as  the  lead  agency  in  a  task  force  on  transportation-relat- 
ed R&D,  to  ensure  coordination  of  the  various  agencies  and  activities  and  set  gov- 
ernment-wide priorities  for  transportation  R&D. 

DOT's  R&D  budget  would  increase  by  14  percent  to  $692  million  under  this  budg- 
et. Our  program  will  support  modernization  of  transportation  systems.  As  such, 
much  of  what  we  propose  creates  opportunities  for  defense  conversion  applications. 
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We  propose  to  spend  almost  $289  million  on  IVHS  (an  increase  of  35  percent  over 
FY  19941  This  funding  will  be  targeted  at  operational  tests,  automated  highway 
system  development,  and  research  on  IVHS  technologies.  IVHS  will  help  us  meet 
our  objectives  of  improving  the  efficiency  of  the  nation's  infrastructure,  enhancing 
the  environment,  and  supporting  defense  conversion  efforts. 

For  Global  Positioning  Systems,  an  area  in  which  DOD  has  invested  billions, 
we  request  $46  million  (up  53  percent)  in  FAA  and  Coast  Guard  to  facilitate  its  ap- 
plication to  civilian  use  and  improve  our  capability  of  determining  the  location  of 
planes,  ships  and  surface  transportation  vehicles.  FAA  will  issue  standards  in  1995 
for  precision  approach  use,  leading  to  Category  I  precision  approach  use  in  1996. 
FAA  expects  to  have  GPS  fully  approved  for  oceanic  use  in  1996.  GPS  has  already 
been  approved  by  FAA  as  a  supplemental  means  of  navigation  for  enroute,  terminal 
and  nonprecision  approaches.  The  FY  1995  request  will  provide  funds  for  refinement 
of  GPS  capabilities,  and  will  also  help  FAA  to  determine  whether  GPS  can  be  safely 
implemented  for  Category  II  and  III  precision  landings. 

As  mentioned  earlier,  the  budget  includes  $32.5  million  for  Next  Generation 
High-Speed  Rail.  This  keeps  us  moving  forward,  although  it  is  less  than  we  hoped 
for,  and  allows  us  to  establish  a  strong  foundation  for  how  we  will  proceed  in  the 
future.  We  have  a  three-part  approach  for  FY  1995:  Development  and  demonstration 
of  new  technology  that  could  be  used  on  existing  infrastructure,  such  as  grade  cross- 
ing improvements  and  non-electric  locomotives;  a  feasibility  study,  which  is  required 
by  ISTEA,  which  will  help  to  support  future  funding  decisions  for  high-speed  rail 
in  the  national  transportation  plan;  and,  working  with  Amtrak  in  developing  next 
generation  high-speed  rail  equipment  and  operations,  as  we  are  now  doing  on  the 
Northeast  Corridor. 

New  technologies  in  Commercial  Space  Transportation  are  developing  in  re- 
sponse to  space-based  commercial  market  growth.  Commercial  space  transportation 
is  also  key  to  the  national  information  highway.  The  budget  requests  $6.5  million 
and  adds  6  positions  (3  FTE)  to  this  area,  to  ensure  the  safety  of  this  growing  indus- 
try. 

GOAL  4:  Foster  Safe  and  Secure  Transportation 

Safety  is  central  to  all  DOT  activities,  but  some  programs  are  directly  aimed  at 
safety  issues,  such  as  safety  inspections  and  safety  grants.  The  funding  level  for 
these  programs  is  maintained  at  $1.9  billion,  essentially  the  same  level  as  FY  1994. 
However,  within  this  level  we  are  funding  Motor  Carrier  Safety  Grants  at  the 
ISTEA  level  of  $83  million,  a  28  percent  increase.  Increased  funding  will  help  ad- 
dress border  trucking  issues  arising  from  NAFTA  as  well  as  continuing  our  efforts 
to  improve  truck  safety.  These  grants  support  roadside  inspections  of  trucks  and 
buses  and  reviews  of  motor  carrier  companies.  Most  other  safety  grants  are  main- 
tained at  FY  1994  levels. 

Motor  vehicle  injuries  are  a  major  public  health  problem,  representing  the 
primary  cause  of  death  for  Americans  5-34  years  of  age.  They  generate  $3.7  billion 

Rer  year  in  Federal  Medicare  and  Medicaid  costs,  and  $14.2  billion  per  year  in  total 
ealth  costs.  Several  DOT  programs  address  this  problem,  including  NHTSA's  high- 
way safety  grants,  which  the  budget  funds  at  $151  million.  Safety  grants  help  local 
governments  operate  programs  aimed  at  reducing  traffic  crashes,  fatalities  and  inju- 
ries. The  programs  focus  on  such  areas  as  speed  limit  enforcement,  increased  seat 
belt  use,  reduced  alcohol  and  drug  impaired  driving,  improved  police  traffic  and 
emergency  medical  services,  and  increased  pedestrian  and  bicycle  safety.  For  exam- 
ple, the  North  Carolina  "Click  It  or  Ticket"  program  has  recently  increased  seat  belt 
usage  from  65  percent  to  80  percent  in  just  three  months  using  periodic,  highly  pub- 
licized enforcement  efforts,  which  NHTSA  is  encouraging  other  States  to  use.  It  is 
expected  to  prevent  more  than  100  deaths  and  3,000  injuries  each  year.  The  pro- 
gram is  also  an  excellent  example  of  public/private  partnership.  NHTSA's  funds, 
along  with  private  funds  from  the  insurance  industry,  domestic  auto  companies,  and 
local  supporters,  are  used  to  support  this  State  effort. 

We  have  made  security  a  specific  goal  for  DOT  and  have  brought  its  importance 
to  the  attention  of  all  our  key  managers.  We  are  being  assisted  in  achieving  this 
goal  by  the  Intelligence  Community  whose  help  has  proven  invaluable  for  security 
planning  and  increasingly  assists  us  in  using  all  DOT  resources  in  a  more  effective 
and  efficient  manner.  My  Office  of  Intelligence  and  Security  plays  a  critical  coordi- 
nation and  liaison  role  ensuring  that  transportation  issues  are  addressed  by  the  In- 
telligence Community.  Aviation  Security  programs,  primarily  R&D  and  civil  avia- 
tion security  staff,  would  be  funded  at  about  $100  million,  as  in  FY  1994. 

Coast  Guard  funding  will  increase  4  percent  to  $3.74  billion  in  FY  1995,  rec- 
ognizing its  key  role  in  safety,  security,  environmental  protection  and  other  mis- 
sions. In  particular,  continued  capital  investments  in  replacing  aging  buoy  tenders 
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and  building  vessel  traffic  systems  will  help  ensure  safe  and  efficient  vessel  oper- 
ations in  key  port  areas. 

The  Federal  Railroad  Administration's  safety  budget  includes  funding  for  the 
annualization  of  staffing  increases  approved  in  FY  1994.  It  also  includes  a  small  in- 
crease in  contract  funding  to  develop  a  rail  corridor  risk  analysis  model  with  soft- 
ware that  can  be  used  to  assess  the  need  for  signal,  train  control,  and  other  safety 
systems  on  high-density  freight  lines  and  lines  used  by  passenger  trains. 

An  emphasis  on  safety  is  more  than  just  increased  budgets.  You  may  know  that 
we  recently  promulgated  new  alcohol  and  drug  testing  rules  that  call  for  alcohol 
testing  programs  and  extension  of  drug  testing  programs  for  more  than  7.4  million 
employees  who  perform  safety-sensitive  functions  in  transportation  industries.  We 
are  looking  to  increase  safety  belt  usage  to  75  percent  by  1997,  vs.  the  current  66 
percent.  We  are  also  targeting  reducing  accidents  between  modes  at  intersections. 
Motorist  fatalities  at  highway-rail  intersections  have  been  decreasing  in  recent 
years,  and  reached  a  record  low  of  536  at  public  grade  crossings  in  1992,  but  we 
believe  that  we  can  do  even  better.  These  are  just  a  few  of  the  safety  initiatives  we 
have  underway. 

GOAL  5:  Actively  Enhance  our  Environment 

Direct  program  spending  of  $519  million  on  environmental  activities  remains 
about  level  with  FY  1994.  This  includes  funds  for  cleanup  of  DOT  facilities,  marine 
environmental  protection,  and  noise  mitigation. 

We  will  also  address  congestion  management.  Congestion  wastes  $39  billion  in  the 
50  largest  cities  in  fuel  costs  and  lost  time,  and  is  harmful  to  air  quality.  We  have 
two  programs  targeted  to  congestion  management  in  this  budget:  Congestion  mitiga- 
tion highway  funds — $1.03  billion  authorized  annually  by  ISTEA — should  be  fully 
available  to  States  with  our  full  funding  proposal;  and,  we  are  proposing  that  10 
percent  of  formula  transit  funds  that  go  to  cities  ($265  million)  must  support 
projects  to  reduce  congestion. 

In  addition,  we  are  continuing  to  support  oil  spill  response  efforts  in  FY  1995. 
Coast  Guard's  budget  includes  $2.5  million  to  purchase  oil  pollution  response  equip- 
ment and  $550  thousand  for  pollution  response  R&D.  RSPA's  budget  includes  $2.5 
million  to  review,  approve  and  analyze  public  and  private  sector  oil  pollution  re- 
sponse plans.  In  addition,  we  are  increasing  the  focus  of  RSPA's  pipeline  program 
to  pipelines  which  carry  liquid,  which  are  more  of  an  environmental  risk.  Our  pro- 
posal to  provide  a  40  percent  increase  in  transit  formula  capital  grants  and  to  con- 
tinue the  rail  modernization  and  bus  transit  discretionary  grants  at  essentially  FY 
1994  levels  should  go  a  long  way  to  help  transit  authorities  comply  with  the  Clean 
Air  Act. 

GOAL  6:  Make  Transportation  Relevant  and  Accessible  to  Users 

One  way  of  implementing  our  theme  of  "putting  people  first"  is  to  make  our  trans- 
portation system  more  relevant  and  accessible  to  users.  We  will  use  the  findings  of 
ten  regional  hearings  held  in  1994  on  how  well  ISTEA  is  being  implemented  to  im- 
prove management  of  our  transportation  systems. 

In  support  of  this  goal,  capital  funding  increases  are  sought  for  transit  and  Am- 
trak  to  aid  compliance  with  the  Americans  With  Disabilities  Act.  The  FHWA  and 
FTA  budgets  include  $502  million — funds  passed  on  to  States  and  Metropolitan 
Planning  Organizations — for  the  transportation  planning  process,  slightly  more 
than  in  FY  1994,  to  ensure  good  project  evaluation  procedures  and  public  participa- 
tion. 

The  FTA  request  includes  $30  million  under  Discretionary  Grants  for  a  new  Liv- 
able Communities  Initiative.  This  will  fund  innovative  transit  projects  that  sup- 
port community-based  efforts  to  address  such  issues  as  improving  access  to  jobs  and 
training,  and  local  social  services.  Among  its  several  purposes,  the  program  will  be 
targeted  to  improve  access  for  residents  of  distressed  communities,  and  will  stimu- 
late greater  involvement  in  the  local  planning  and  design  process  by  stake  holders 
who  are  not  currently  participants  in  the  process.  This  program  will  likely  dovetail 
with  the  Administration's  Empowerment  Zone  initiative  (involving  HUD,  HHS,  and 
DOT). 

Our  wide-ranging  consumer  information  programs  increase  by  about  2  percent,  to 
over  $30  million  including  hotlines  on  auto  safety  and  printed  materials  about  safe- 
ty-related issues.  The  budget  does  continue  the  consumer  affairs  office  within  the 
Office  of  the  Secretary,  albeit  at  a  reduced  level  given  the  dramatic  reductions  in 
complaints  this  office  has  received  in  recent  years,  dropping  33  percent  from  687 
in  September  of  1992  to  458  in  September  of  1993. 
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GOAL  7:  Transform  DOT 

Reinventing  Government  means  working  better  and  costing  less — and  we  are  tak- 
ing it  seriously  at  DOT.  Our  budget  reflects  the  National  Performance  Review  rec- 
ommendations, such  as  increased  fees  for  FAA  inspection  of  foreign  repair  facilities 
and  reduction  of  the  Essential  Air  Service  program.  We  have  also  included  other  ter- 
minations such  as  the  Local  Rail  Freight  Assistance  program  and  Boat  Safety 
Grants. 

DOTs  budget  also  supports  the  President's  goal  of  reducing  civilian  employment 
by  12  percent  by  1999.  We  have  targeted  middle  layers  of  management  and  not  the 
front  line,  customer  contact  staff.  We  will  achieve  a  5  percent  reduction  from  FY 
1993  levels  by  the  end  of  FY  1995 — ahead  of  our  preliminary  projections.  We  are 
pleased  with  the  progress  Congress  has  made  in  moving  buyout  legislation,  and 
hope  that  Congress  will  enact  buyout  legislation  quickly  to  assist  in  the  reduction 
process.  Without  such  legislation,  we  will  likely  face  furloughs  and  reductions  in 
force  in  several  areas,  including  FAA. 

In  summary,  through  a  process  of  detailed  analysis  and  tough  decisions,  we  have 
developed  a  budget  that  is  strong  in  infrastructure  investment  and  research  and  de- 
velopment, and  geared  toward  economic  growth  and  job  creation. 

I  would  be  pleased  to  answer  the  Committee's  questions. 

Chairman  Sabo.  Thank  you,  Mr.  Secretary.  We  also  congratulate 
you  on  the  wisdom  of  having  Mr.  Conte  with  you.  I  am  sure  he 
does  good  work  for  you. 

Secretary  Pena.  He  does,  and  I  forgot  to  introduce  the  person 
next  to  me.  This  is  Louise  Stoll,  Assistant  Secretary  for  Budget  and 
Programs. 

Chairman  Sabo.  Welcome.  What  is  the  capacity  of  State  govern- 
ments to  match  your  expanded  highway  funding?  Are  most  States 
in  a  position  to  provide  the  State  matching  funds?  Is  there  any  fis- 
cal capacity  problems  out  there? 

Secretary  Pena.  Generally  speaking,  Mr.  Chairman,  we  believe 
that  the  States  are  in  a  good  position.  There  are  exceptions  here 
.  and  there.  But,  for  example,  in  the  State  of  California,  as  a  result 
of  the  earthquake,  there  was  significant  discussions  about  increas- 
ing the  State's  taxes  in  one  form  or  another  to  ensure  that  they 
would  have  more  than  enough  funds  to  match  our  Federal  dollars. 
We  are  seeing  that  more  and  more  States  are  in  effect  stepping  up 
to  the  plate  to  raise  the  necessary  matching  funds  that  are  nec- 
essary to  attract  these  Federal  dollars. 

Chairman  Sabo.  Let  me  visit  a  little  bit  about  the  problem  of  op- 
erating assistance.  I  am  sure  that  we  always  hear  most  about  the 
things  that  are  cut.  Clearly,  that  is  one  that  we  are  hearing  about. 
And  my  sense  is  that  local  communities  are  concerned  over  it. 

Just  so  we  understand,  we  appropriate  budget  authority,  but  we 
also  have  to  meet  outlay  targets.  It  is  my  understanding  that  actu- 
ally the  amount  of  outlays  from  the  $600  million  increase  in  capital 
assistance  in  1995  is  less  than  the  outlays  from  the  $200  million 
of  operating  assistance  that  was  cut.  Is  that  not  accurate? 

Secretary  Pena.  I  think  that  is  correct,  Mr.  Chairman. 

Chairman  Sabo.  So  that  is  one  of  our  problems  if  we  try  and  ad- 
just. My  understanding  from  reading  your  budget  documents  is  not 
so  much  that  you  are  opposed  to  operating  assistance,  but  it  simply 
didn't  fit  within  the  choices  you  had  to  make. 

Secretary  Pena.  Mr.  Chairman,  that  is  true,  but  let  me  empha- 
size that  as  a  matter  of  philosophy,  we  genuinely  believe  that  the 
Federal  Government's  investment  is  more  strategic  on  the  capital 
side.  Let  me  lay  it  out  very  directly.  We  think  that  the  capital  side 
allows  transit  agencies  to  respond  to  the  concerns  of  the  Americans 
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With  Disabilities  Act  requirements.  It  allows  transit  agencies  to 
buy  new  buses  and  new  equipment.  You  should  have  reduced  main- 
tenance cost  and  more  fuel-efficient  vehicles  and  you  should  see  ve- 
hicles that  are  more  attractive  and  hence  should  increase  ridership. 
We  think  that  there  is  a  very  significant  connection  between  the 
capital  investment  and  the  reduction  of  pressure  on  the  operating 
side. 

The  other  piece  of  that  is  that  while  a  25  percent  reduction  in 
operating  assistance  may  appear  to  be  a  lot,  for  the  average  transit 
agency  that  is  1  or  2  or  3  percent  of  the  funds  they  get  from  the 
Federal  Government  in  terms  of  total  transit  operating  budget.  We 
think  that  given  the  very  significant  increase  on  the  capital  side 
that  transit  agencies  ought  to  be  able  to  make  the  adjustment  for 
the  reductions  on  the  operating  side. 

Chairman  Sabo.  But  most  of  them  are  already  under  pressure  in 
trying  to  avert  fare  increases;  that  is,  one  of  the  numbers. 

Mr.  Kolbe. 

Mr.  Kolbe.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  welcome. 
I  am  sorry  I  didn't  get  all  of  your  statement  that  came  in  the  early 
part  of  it  but  I  was  looking  through  here.  I  have  a  couple  of  ques- 
tions that  I  wanted  to  ask. 

I  don't  see  anything  in  here,  obviously,  as  a  border  representa- 
tive, I  am  very  concerned  about  what  we  are  going  to  do  to  try  to 
accommodate  the  North  American  Free  Trade  Agreement  and  the 
plan  for  highways  that  link  the  three  countries'  north-south  cor- 
ridors. Can  you  tell  me  what  the  Department  is  doing  in  this  area? 

Secretary  Pena.  Yes,  there  is  a  small  reference  to  that  in  the  tes- 
timony, but  let  me  be  more  specific.  Having  just  come  back  from 
south  Texas  where  I  visited  Laredo,  Brownsville  and  McAllen,  I  got 
a  very  good  sense  of  the  challenge  that  they  are  facing. 

Our  view  is  that  by  fulling  funding  the  highway  formula  piece  of 
ISTEA,  those  States  will  now  have  more  funds  with  the  proposal 
that  we  have  made.  They  will  have  the  flexibility,  which  is  part  of 
ISTEA,  to  use  those  funds  as  they  see  fit.  So,  for  example,  if  this 
request  is  approved,  the  State  of  Texas  would  have,  I  think,  $300 
million  more — I  don't  have  the  exact  figure  before  me — for  its  Fed- 
eral aid  formula  highway  program.  The  State  could  use  the  funds 
along  the  border  if  it  chooses  and  in  particular  on  the  roads  and 
highways  that  connect  to  the  major  arterials  that  feed  into  those 
bridges.  That  is  the  area  where  we  will  see  a  considerable  amount 
of  congestion  and  deterioration. 

The  second  approach  is  on  the  technology  side.  We  think  that  we 
should  use  new  technology  at  the  bridges  to  make  them  more  effi- 
cient. There  are  a  number  of  technologies  that  are  available  today 
that  we  think  will  be  quite  helpful. 

Third,  we  have  put  together  an  interagency  working  group  in- 
volving Treasury  and  Justice  and  others  to  find  a  way  to  get  our 
own  U.S.  agencies  at  the  borders,  which  today  may  not  synchronize 
their  services  and  hours  of  operation  very  well,  to  be  much  more 
efficient  and  to  collaborate  either  with  the  Mexican  or  Canadian 
counterpart  to  make  those  borders  more  efficient  in  terms  of  oper- 
ational services. 

All  of  those  things,  we  think,  will  help  relieve  some  of  the  conges- 
tion and  infrastructure  needs  in  those  communities. 
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Mr.  Kolbe.  That  is  helpful  and  encouraging,  but  just  so  I  am 
clear,  there  is  nothing  in  the  area — the  administration  does  not 
have  any  plans  to  propose  some  kind  of  initiative  beyond  simply 
the  full  funding  of  ISTEA,  which,  of  course,  affects  every  State  in 
the  same  fashion.  So  the  border  States  are  going  to  be  on  their  own 
to  deal  with  this  out  of  their  ISTEA  funds;  is  that  correct? 

Secretary  Pena.  For  now,  that  is  correct,  Congressman.  In  March 
we  are  holding  for  the  first  time  in  the  history  of  our  country  a 
transportation  summit  with  my  counterpart  in  Mexico  and  my 
counterpart  in  Canada.  We  are  going  to  sit  down  and  talk  about 
how  we  can  work  better  together  in  looking  at  creative  financing 
techniques  to  use  in  some  of  these  infrastructure  needs  along  the 
border.  We  haven't  done  a  very  good  job  in  the  past  at  working  to- 
gether in  this  area. 

As  a  result  of  that  analysis  and  also  a  study  that  we  are  doing 
this  year  to  further  identify  infrastructure  needs  along  the  border, 
we  may  in  the  future  discuss  some  additional  needs.  For  now  we 
think  these  steps  are  appropriate  and  with  the  full  funding  of  the 
Federal  Aid  Highway  Program,  additional  monies  will  be  available 
for  those  States. 

Mr.  KOLBE.  It  strikes  me  once  again,  that  the  border  States  are 
a  bit  of  orphans  here.  It  is  not  just  transportation,  but  it  is  law  en- 
forcement or  health  care,  it  is  a  uniquely  international  problem 
that  these  border  communities  and  States  face. 

I  am  speaking  specifically  with  Mexico  because  transportation  is 
at  both  ends,  but  with  Mexico,  it  is  in  all  of  these  areas  where  we 
suffer  from  tremendous  problems;  law  enforcement,  health  care, 
emergency  health  care  along  the  border  that  is  uniquely  caused  by 
the  flood  of  people  coming  across  the  border.  And  I  see  it  as  an 
international  problem  rather  than  simply  one  for  the  States  to  cope 
with.  And  I  hope  as  a  result  of  the  summit  there  may  be  some 
ideas  that  come  out  of  that. 

And  I  know  that  we  have  been  talking  about  the  north-south 
links  and  corridors  linking  Canada  and  Mexico  through  the  United 
States.  And  if  we  are  not  going  to  have  anything — any  role  or  re- 
sponse, we,  the  Federal  Government,  beyond  simply  full  funding  of 
ISTEA,  we  are  never  going  to  get  those  problems  dealt  with.  We 
have  significant  border  problems  and  I  just  appreciate  your  atten- 
tion to  this  and  I  can  tell  you  that  there  is  a  lot  of  interest  in  our 
communities  to  deal  with  this.  Thank  you. 

Chairman  SABO.  Mr.  Mollohan. 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  to 
pick  up  on  a  theme  that  the  Chairman  touched  on,  this  year's 
budget  request  in  many  different  areas  begins  a  shift  from  depend- 
ence building  subsidy  programs  to  capital  investment  programs. 
You  talked  about  that  in  several  places  in  your  testimony. 

As  it  relates  to  the  Department  of  Transportation,  a  particular 
concern  of  mine,  I  question  whether  you  fully  evaluated  the  affect 
of  your  proposed  reductions  in  urban  transit  operating  subsidies  on 
our  smaller  cities.  I  noted  in  your  testimony  that  you  have  ad- 
dressed that  with  regard  to  Atlanta.  I  think  you  have  an  example 
there. 

You  suggested  that  they  will  receive  18  percent  more  in  formula 
funds,  and  have  to  pick  up  only  an  additional  1  percent  in  operat- 
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ing  costs.  I  assume  that  means  that  18  percent  increase  is  all  going 
to  capital  investment.  And  with  New  York  City  there  is  a  similar 
sort  of  story  to  tell.  Again,  I  am  wondering  if  you  have  fully  consid- 
ered what  effect  the  proposal  would  have  on  smaller  communities. 
I  would  like  to  read  a  letter  from  one  of  my  constituents  which  I 
think  states  the  case  for  smaller  communities:  "When  it  comes  time 
to  decide  between  capital  and  operating,  the  big  cities  sure  as  heck 
can  take  operating  cuts  without  dismantling  their  transit  systems. 
Huntington,  Charleston,  Wheeling  and  Parkersburg  cannot" — all 
cities  of  fair  size  for  our  State — "The  Tri-State  Transit  Authority's 
operating  budget  is  $2  million.  A  25  percent  cut  in  FTA  operating 
assistance  is  equal  to  about  6  percent  of  TTA's  budget  this  year 
and  accumulates  to  25  percent  4  years  from  now.  Do  you  under- 
stand that  today's  buses  travel  only  once  an  hour  on  TTA's  bus 
routes.  To  cut  6  percent  out  of  our  budget,  that  is  to  reduce  serv- 
ice." TTA  will  have  to  cut  off  whole  routes,  will  have  to  eliminate 
routes  is  what  they  are  saying,  Mr.  Secretary.  "That  means  whole 
neighborhoods  and  that  means  the  little  guy  gets  the  bill  again." 

This  letter  obviously  reflects  a  strong  concern,  a  deep-felt  concern 
of  our  local  communities.  And  I  would  like  very  much  if  you  would 
speak  to  that  and  tell  us  if  you  have  fully  considered  the  impact 
on  smaller  communities  as  you  have  on  larger  communities  and 
what  have  you  found?  What  is  that  impact? 

Secretary  Pena.  Congressman,  with  respect  to  small  cities,  and 
by  small  I  mean  50,000  and  less  in  population,  that  part  of  the 
transit  operating  program  is  not  affected.  In  fact,  there  is  an  in- 
crease in  that  area. 

Mr.  Mollohan.  They  are  specifically  exempted,  Mr.  Secretary? 

Secretary  Pena.  Yes,  there  is  a  separate  program  for  cities  of 
50,000  and  less  in  population.  They  will  not  experience  any  cut  in 
operating  assistance. 

Mr.  Mollohan.  That  is  the  number,  50,000  and  below? 

Secretary  Pena.  Yes.  Those  that  are  above,  are  part  of  this  25 
percent  cut. 

Mr.  Mollohan.  If  you  are  over  50,000  in  population  you  will  re- 
ceive a  cut?  If  you  are  51,000  you  will  receive  a  cut? 

Secretary  Pena.  That  is  correct.  That  is  in  ISTEA  and  that  was 
the  level  that  was  selected. 

Again,  I  would  like  to  emphasize  that  for  middle-sized  cities,  we 
think  and  we  have  an  analysis  of  almost  every  city,  that  the  per- 
cent of  Federal  assistance  is  about  3  percent  of  their  total  operating 
costs.  So  when  we  ask  someone  to  take  a  25  percent  reduction  from 
a  general  perspective,  we  think  that  a  transit  agency  that  is  going 
to  get  a  19  percent  increase  in  capital  funds  ought  to  find  a  way 
to  make  adjustments  in  its  budget  to  deal  with  that. 

For  example,  if  an  agency  is  now  imposing  a  local  sales  tax  for 
capital  purposes,  it  can  put  off  use  of  that  sales  tax  money,  know- 
ing that  it  is  going  to  get  a  very  significant  increase  in  capital.  Sec- 
ond, as  I  said  earlier,  that  infusion  of  capital  should  reduce  operat- 
ing costs  by  having  new  vehicles  that  are  more  fuel  efficient,  and 
are  cleaner  and  nicer  and  hence  will  increase  ridership.  That 
should  help  on  the  operating  side. 
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We  know  that  agencies  very  much  want  to  have  the  operating  as- 
sistance, but  again  from  our  perspective,  we  thought  that  the  most 
strategic  investment  was  on  the  capital  side. 

Mr.  MOLLOHAN.  If  I  might  follow-up  with  regard  to  passenger 
rail,  you  are  proposing  a  15  percent  increase  in  Amtrak  to  $788 
million.  Philosophically,  how  do  you  distinguish  cutting  the  operat- 
ing areas  that  we  just  talked  about,  and  increasing  operating  as- 
sistance for  Amtrack? 

Secretary  Pena.  Well,  the  way  I  distinguish  it  is  that  Amtrak  is 
a  unique  operation.  It  is  the  only  high-speed  rail  service  in  the 
country.  We  are  very  concerned  about  the  challenges  that  Amtrak 
is  facing  today.  We  know  that  historically  under  some  very  difficult 
conditions  Amtrak  made  significant  improvements  in  its  budget 
and  got  closer  to  becoming  self-sufficient,  but  recently  it  has  faced 
some  new  challenges. 

Amtrak  has  a  new  Chairman,  Mr.  Tom  Downs.  We  looked  care- 
fully at  their  challenges  and  what  we  thought  was  needed  to  help 
them  get  through  this  difficult  time.  Mr.  Downs  is  in  the  process 
of  putting  together  a  new  strategic  plan  for  Amtrak  so  we  can  get 
a  sense  of  what  that  vision  can  be  over  the  next  5  or  10  years,  and 
ask  how  are  we  going  to  get  to  the  point  where  Amtrak  is  finally 
self-sustaining.  That  is  his  task.  We  felt  that  making  this  invest- 
ment for  Amtrak  that  would  at  least  help  them  get  through  the  ini- 
tial hurdle  that  they  are  facing  at  the  moment. 

Mr.  Mollohan.  Was  it  your  judgment  that  if  you  did  not  come 
forth  with  this  increase  in  operating  participation  by  the  Federal 
Government  Amtrak  might  not  be  viable? 

Secretary  Pena.  Last  year  they  had  to  make  some  reduction  in 
service  because  of  operating  shortfalls.  We  are  assuming  that  they 
will  probably  have  that  same  problem  this  year.  Amtrak  has  expe- 
rienced some  particular  problems. 

As  you  know,  we  had  an  accident  in  Mobile,  Alabama,  which 
caused  some  concern  among  the  traveling  public,  and  they  experi- 
enced some  problems  with  the  flooding  in  the  Midwest.  We  thought 
because  of  those  unique  problems  they  experienced,  which  did  af- 
fect their  revenue  base,  that  this  infusion  was  essential. 

Mr.  Mollohan.  That  sounds  like  a  lot  of  capital  problems.  Are 
you  concerned  that  if  the  operating  funding  falls  critically  low  they 
will  have  to  cut  off  service?  Do  we  reconsider  this  policy?  If  there 
is  a  showing  that  comes  forth  in  hearings  and  input  from  across 
the  country,  do  we  reconsider  this  budget  priority  with  regard  to 
operating  funds? 

Secretary  Pena.  We  would  obviously  be  troubled  if  we  saw  sig- 
nificant cuts  in  service  as  a  result  of  this  recommendation.  How- 
ever, again  we  would  ask  that  the  transit  agencies  think  very  care- 
fully about  the  proposal  that  we  are  making. 

Mr.  Mollohan.  In  your  proposal  did  you  think  about — I  am 
sorry  to  interrupt  you — is  that  a  part  of  the  program?  I  would  like 
to  come  back  to  you.  My  time  is  up,  I  don't  expect  you  to  respond 
to  these  numbers  certainly  at  this  hearing,  but  if  I  might,  I  would 
like  to  submit  them  to  you  and  have  you  consider  my  concerns  in 
the  context  of  these  specific  numbers  that  were  raised  by  my  con- 
stituent. 

Secretary  Pena.  We  would  be  happy  to. 
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[The  information  follows:] 


In  response  to  whether  the  proposed  $202  million  reduction  in  transit  operating 
assistance  should  be  made  across  the  board  or  targeted  to  large  cities,  let  me  offer 
several  perspectives.  First,  under  our  proposal  areas  under  50,000  population  are 
exempt  from  the  reduction.  Under  our  proposal  to  apply  the  reduction  to  all  other 
areas,  of  the  $202  million  cut  $130  million  (64%)  would  be  cut  from  areas  over  one 
million  in  population,  $37  million  ( 18%)  from  areas  between  200,000  and  one  million 
and  $35  million  (17%)  from  areas  between  50,000  and  200,000.  The  across  the  board 
approach  is  one  option.  Another  option  is  to  apply  the  cut  only  to  areas  over  200,000 
in  population.  Under  that  option,  the  areas  over  one  million  would  be  cut  $158  mil- 
lion (78%)  and  the  areas  between  200,000  and  one  million  would  be  cut  $44  million 
(22%).  Alternatively,  the  reduction  could  be  made  entirely  against  the  areas  over 
one  million  population. 

Chairman  Sabo.  Mr.  Blackwell. 

Mr.  Blackwell.  Mr.  Secretary,  I  am  hoping  that  we  can  con- 
tinue our  conversation  that  we  had  prior  to  this  hearing,  because 
I  have  some  more  information. 

I  am  trying  to  understand  what  this  administration  is  doing,  be- 
cause I  think  they  are  doing  some  wonderful  things  in  some  of  the 
increases  that  they  are  making  in  very  sensitive  areas  in  this  budg- 
et; especially  in  Head  Start  and  homelessness,  and  I  appreciate 
that. 

Years  ago  as  a  member  of  the  city  council  of  the  City  of  Philadel- 
phia, we  lost  a  lot  of  CETA  funds.  As  a  result,  we  had  to  raise 
taxes  to  try  to  pay  for  it.  We  just  created  one  big  hole  after  the 
other.  We  could  never  fill  that  hole.  As  we  got  to  about  $600  mil- 
lion in  interest  payments,  I  just  stopped  voting  for  taxes.  I  just 
said,  I  am  not  going  to  vote  for  any  more  taxes  for  the  City  of 
Philadelphia,  because  they  were  not  going  for  people  projects.  They 
were  just  going  to  pay  off  debt. 

I  am  a  little  disturbed  that  we  are  going  to  cut  the  operating  as- 
sistance. You  tell  me  that  the  cities  with  populations  over  50,000 
people,  if  I  understood  you  correctly,  will  get  the  25  percent  cut. 
This  includes  the  City  of  Philadelphia,  1.6  million  people.  I  have 
a  serious  concern  because  we  have  the  highest  fares  in  the  country 
right  now,  one  of  the  highest,  not  because  we  want  to  do  it,  because 
they  have  these  boards,  they  raise  the  rates,  and  there  is  nothing 
we  can  do  about  it.  We  have  people  that  don't  have  cars,  and  we 
are  going  from  an  economy  where  we  have  people  who  were  work- 
ing for  livable  wages  down  to  minimum  wage.  So,  very  few  people 
will  be  able  to  afford  to  pay  the  kind  of  fares  that  we  will  have  to 
pay  if  we  get  a  decrease  in  assistance  payments. 

So,  I  am  just  wondering  what  are  we  doing  here?  How  can  we 
just  continue  to  pass  on  things.  We  balance  the  budget  and  create 
a  problem  for  12  years,  and  I  don't  mean  you.  I  am  saying  the 
agencies,  the  administration,  and  all  of  us,  are  trying  to  balance  a 
budget  in  2  years  that  we  acquired  over  a  12-year  period,  and  I  am 
afraid  a  lot  of  people  are  going  to  suffer  because  there  is  just  no 
way  to  raise  fares  in  the  City  of  Philadelphia  to  pay  for  any  de- 
creases. I  recently  visited  Japan  and  they  are  getting  ready  to 
spend  $3  trillion  over  the  next  10  years  on  infrastructure.  I  am 
sure  you  know  that. 

If  they  can  spend  $3  trillion  on  infrastructure,  where  are  we 
going?  I  support  this  President  wholeheartedly.  I  think  he  is  trying 
to  do  a  good  job  under  difficult  circumstances.  I  think  he  is  doing 
it.  I  appreciate  what  you  are  doing.  You  are  doing  a  very  difficult 
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job,  but  how  can  we  justify  a  25  percent  cut  back  in  a  city  like 
Philadelphia,  where  we  have  a  lot  of  minimum  wage  people  who 
depend  on  this  for  getting  to  their  job?  How  do  we  do  that? 

We  are  cutting  programs.  Some  people  have  to  spend  more 
money  for  heat  that  they  don't  have.  I  don't  understand  how  they 
are  going  to  do  it.  I  just  don't  understand  the  thinking  here. 

Secretary  Pena.  Congressman,  let  me  try  to  respond  to  your  con- 
cern. It  is  a  very  fair  question  to  ask,  one  that  we  grapple  with  a 
lot.  Let  me  start  broadly  and  work  narrowly. 

First  of  all,  the  President  is  supportive  of  infrastructure  invest- 
ment. Of  the  departments  in  the  government,  this  department  got 
an  increase  in  funding,  almost  2  percent  increase,  contrasted  with 
six  other  departments  that  got  significant  cuts.  So  in  terms  of  a 
broad  administrative  perspective,  the  President  said  infrastructure 
investment  is  important  for  the  country  and  we  want  to  continue 
it. 

As  respects  transit,  the  President  is  pro  transit,  as  am  I.  If  I 
were  here  before  you  saying  that  the  City  of  Philadelphia  or  Boston 
or  my  home  City  of  Denver  were  going  to  receive  less  dollars  than 
they  did  in  1994,  I  would  say  yes,  we  are  cutting  transit.  The  fact 
is  every  transit  agency  in  America  will  get  a  substantial  amount 
of  new  dollars  for  transit.  We  are  pro  transit.  On  average,  the  tran- 
sit formula  grant  program  will  increase  19  percent. 

The  question  is:  How  do  we  best  invest  those  funds?  It  was  our 
judgment  that  it  best  be  invested  on  the  capital  side  as  opposed  to 
the  operating  side.  Now,  there  is  always  room  for  debate  and  nego- 
tiation about  what  is  more  important. 

Our  judgment  was  that  it  was  more  important  on  the  capital  side 
and  we  fully  fund  the  capital  side  of  ISTEA  for  transit  formula 
grants.  We  are  adding  more  dollars.  When  I  hear  a  transit  operator 
come  to  me  and  say  you  are  cutting  my  budget,  we  are  not  cutting 
his  or  her  budget.  Formula  grants  will  increase  about  19  percent 
overall;  40  percent  increase  in  capital,  25  percent  reduction  in  oper- 
ating for  a  net  gain  of  19  percent. 

Our  view  is  that  in  some  of  our  cities,  and  I  have  Philadelphia's 
numbers  here,  which  goes  from  $92  million  to  $109  million.  The 
current  percent  of  Federal  operating  assistance  that  Philadelphia 
gets  is  about  5  percent.  That  will  go  down  to  3.8  percent  of  operat- 
ing costs.  I  hope  that  transit  agencies  are  able  to  take  the  new  cap- 
ital dollars,  look  at  their  budgets,  be  creative  and  accommodate 
this  relatively  modest  reduction  on  the  operating  side. 

Mr.  Blackwell.  But  the  words,  "be  creative,"  what  does  that 
mean? 

Secretary  Pena.  Well,  for  example,  we  think  if  you  are  able  to 
buy  new  equipment,  new  buses,  that  will  reduce  your  fuel  costs. 
That  will  reduce  your  maintenance  cost.  That  has  an  impact  on 
your  operating  budget.  It  has  got  to.  You  ought  to  be  able  to  attract 
new  ridership  with  new  buses. 

Mr.  Blackwell.  I  heard  that.  You  don't  have  to  go  over  it  again, 
but  I  learned  through  my  experience.  I  have  been  in  this  business 
for  a  long  time.  I  was  in  the  city  council  for  16  years.  It  always 
sounds  good  when  you  are  putting  the  budgets  together,  but  it 
never  worked  out  that  way  and  I  am  concerned  that  we  are  going 
to  have  some  problems. 
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I  am  delighted  that  you  give  Amtrak  more  money.  I  happen  to 
use  that  at  least  once  or  twice  a  week.  I  know  that  they  do  need 
more  money.  This  year  we  tried  to  take  it  away  and  I  played  a 
major  part  in  seeing  that  we  restored  the  money,  practically  $21 
million,  that  they  were  trying  to  take  out  of  the  Amtrak  budget. 

But  across  this  country  we  have  able  travelogue  Amtrak  equip- 
ment where  they  are  putting  in  no  maintenance.  The  doors  won't 
shut.  They  stay  open  in  the  wintertime  and  you  freeze  to  death, 
and  in  the  summertime  you  burn  up.  You  are  giving  them  addi- 
tional monies,  but  people  have  to  ride  up  and  down  this  country 
on  Amtrak.  I  am  not  blaming  Amtrak,  I  think  that  the  employees 
do  a  magnificent  job  and  under  very  difficult  circumstances. 

I  have  talked  to  many  of  them.  But  I  am  wondering  when  we  are 
going  to  invest  the  kind  of  money  that  will  allow  us  to  give  the  citi- 
zens of  America  a  better  deal  in  regard  to  mass  transit. 

Chairman  Sabo.  Mr.  Smith. 

Mr.  Smith  of  Michigan.  Mr.  Chairman,  thank  you.  Mr.  Pena, 
my  compliments  on  your  willingness  to  take  over  the  Department 
of  Transportation.  It  is  a  tough  task. 

Let  me  start  out  by  asking  you  what  you  consider  your  fair  share 
of  the  252,000  job  reduction  that  the  administration  and  Congress 
has  now  suggested? 

Secretary  Pena.  For  the  end  of  1995,  Congressman,  I  think  our 
target  is  a  cumulative  reduction  of  3,630  FTE  since  fiscal  year 
1993.  By  the  end  of  1999,  the  cumulative  reduction  will  be  8,450. 

Mr.  Smith  of  Michigan.  Last  year  the  National  Commission  to 
Ensure  a  Strong,  Competitive  Airline  Industry  issued  a  report  sup- 
porting major  reforms  in  air  traffic  control.  Do  you  agree  with  their 
assessment  that  there  are  inefficiencies,  and  are  government  rules 
and  regulations  partly  at  fault? 

Secretary  Pena.  Yes,  Congressman,  I  fully  agree.  That  is  why  we 
are  working  on  a  very  specific  legislative  proposal  which  would  call 
for  the  creation  of  a  Federal  corporation  to  run  the  air  traffic  con- 
trol services  of  the  FAA. 

We  think  that  because  of  what  I  consider  to  be  straightjacket 
procurement  regulations,  and  other  difficulties  that  the  FAA  has 
administratively,  it  does  not  have  the  flexibility  to  respond  quickly 
to,  for  example,  acquire  and  bring  on  line  new  technology. 

Mr.  Smith  of  Michigan.  Can  you  expand  on  that  a  little  bit? 
You  are  talking  about  something  short  of  privatization.  It  would  be 
a  quasi-governmental  corporation? 

Secretary  Pena.  We  haven't,  Congressman,  fleshed  it  out  specifi- 
cally. But  in  the  context  of  the  NPR  and  what  came  out  of  the  rec- 
ommendation of  the  airline  commission,  it  would  be  a  Federal  cor- 
poration. It  would  not  be  a  total  privatization  effort.  But  the  pur- 
pose would  be  to  give  it  corporate  flexibility  and  a  corporate  agenda 
and  atmosphere  in  terms  of  its  operation.  That  is  what  we  are  try- 
ing to  get  at. 

Again,  we  haven't  worked  it  out  specifically.  We  will  do  that  by 
April.  At  that  point,  we  will  have  a  fuller  proposal. 

Mr.  Smith  of  Michigan.  I  agree  with  your  and  Mr.  Blackwell's 
suggestion  that  infrastructure  is  important.  But  somehow  we  are 
increasing  the  debt,  we  are  borrowing  more  money  faster  than  we 
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ever  have  before.  It  seems  like  every  sector  of  our  government  has 
got  to  look  for  all  of  the  cuts  possible. 

Let  me  just  go  into  your  suggestion  of  increased  user  fees  for 
maritime.  What  is  that  money  going  to  be  used  for?  Is  that  going 
to  be  all  real  user  fees?  Is  it  all  going  to  go  into  the  services  pro- 
vided for  maritime? 

Secretary  Pena.  The  maritime  security  proposal  to  provide  $1 
billion  over  10  years  would  come  from  an  increase  in  the  tonnage 
fees  that  are  now  imposed  on  vessel  operators.  Most  of  the  ships 
that  will  pay  the  increase  in  the  tonnage  fees  are  foreign  flag.  So 
to  some  extent,  it  has  that  impact. 

We  currently  do  not  recover  the  cost  of  services  that  we  provide 
to  ships.  The  collection  of  the  new  tonnage  fee  would  be  used  to 
make  direct  payments  to  U.S.  flag  operators  of  liner  vessels. 

Mr.  Smith  of  Michigan.  So  they  are  not  really  user  fees  inas- 
much as  our  flag  ships  don't  pay  the  same  proportion? 

Secretary  Pena.  They  would  be  included,  but  the  overwhelming 
majority  of  the  ships  that  would  be  paying  the  fee,  based  on  cur- 
rent experience,  are  foreign  flag  vessels. 

Mr.  Smith  of  Michigan.  How  do  you  decide  how  much  of  this 
money  should  be  going  to  the  different  sectors,  maritime  versus 
highways  versus  rail?  If  the  marketplace  was  operating  and  user 
fees  were  dedicated  to  operate  and  improve  that  particular  mode  of 
transportation  users  could  decide  if  it  was  worth  it. 

But  for  government  to  decide  we  are  going  to  give  Amtrak  so 
much  money  even  though  they  are  inefficient  or  they  don't  have 
enough  customers  doesn't  make  good  sense.  Is  there  a  better  way? 
Should  we  let  State  governments  decide  what  would  be  best  for 
their  economy,  in  terms  of  jobs  and  business  expansion,  in  terms 
of  fund  distribution  between  the  different  modes  of  transportation? 

Secretary  Pena.  Congressman,  that  was  the  general  philosophy 
that  we  brought  to  the  budget,  that  we  fully  fund  the  Federal  high- 
way and  transit  formula  portions  of  ISTEA.  It  goes  directly  to  the 
States  and  local  areas.  They  can  then  use  their  judgment  about 
how  to  distribute  those  funds  based  on  their  priorities. 

Mr.  Smith  of  Michigan.  What  if  we  were  to  let  the  States  decide 
how  to  spend  their  fair  share  of  the  highway,  mass  transit  or  rail 
subsidies?  Is  that  a  possible  consideration? 

Secretary  Pena.  It  is  a  possible  consideration,  Congressman,  and 
there  have  been  many  writings  about  how  we  can  do  this  and  how 
we  can  provide  more  flexibility  to  the  States.  We  also  do  that  on 
the  transit  capital  side,  again,  giving  flexibility  to  those  that  are 
best  able  to  make  those  decisions. 

The  one  dilemma  I  would  face  in  the  suggestion  you  are  making 
is  dealing  with  a  national  system  like  Amtrak  or  a  national  mari- 
time policy.  Not  every  State  is  impacted  by  our  maritime  services. 
But  as  a  question  of  national  domestic  security,  where  those  ships 
were  used,  for  example,  in  Desert  Storm/Desert  Shield,  as  a  matter 
of  international  competitiveness,  I  think  the  President  agrees  we 
need  to  have  a  U.S.  flag  maritime  industry.  I  would  be  a  little 
nervous  about  letting  a  particular  State  make  that  decision. 

Mr.  Smith  of  Michigan.  Does  some  of  that  same  justification 
carry  over  to  Amtrak? 
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Secretary  Pena.  To  some  extent,  that  is  correct,  yes.  I  would 
argue  that  Amtrak  is  a  national  unified  system  and  perhaps  it 
ought  to  have  a  national  perspective. 

Mr.  Smith  of  Michigan.  It  throws  it  too  much  in  the  political 
arena  to  make  a  farmer  from  Michigan  comfortable. 

You  suggested  congestion  management.  Is  it  reasonable  to  have 
variable  airline  landing  fees  depending  on  time  of  day? 

Secretary  Pena.  That  has  been  discussed,  Mr.  Congressman.  It 
was  tried  several  years  ago  at  one  of  the  airports  here  in  the  Unit- 
ed States.  There  was  some  concern  about  it.  But  that  again  is  an 
issue  that  we  are  studying,  to  determine  if  that  might  be  an  appro- 
priate mechanism  to  use. 

Outside  of  the  context  of  airlines  is  there  some  congestion  pricing 
program  we  can  use  in  other  forms  of  transportation  that  would  be 
promoted?  We  have  for  example,  one  program  which  gives  incen- 
tives to  cities  to  \.>  *  ucipate  in  a  congestion  management  program. 
The  city  of  San  Francisco  opted  to  participate  in  that.  There  may 
be  other  cities  willing  to  do  that.  We  believe  we  should  experiment 
to  see  if  that  is  a  viable  option. 

Mr.  Smith  of  Michigan.  Thank  you. 

Chairman  Sabo.  Ms.  Woolsey. 

Ms.  Woolsey.  Thank  you,  Mr.  Chairman. 

I  think  I  just  caught  on  to  why  I  can't  get  here  unless  I  leave 
San  Francisco  at  dawn  or  in  the  middle  of  the  night.  But  if  that 
works  for  congestion  management,  I  guess  I  can  schedule  around 
it. 

Thanks  for  joining  us  today,  Mr.  Secretary,  and  as  a  Californian 
I,  too,  compliment  you  on  your  good  job  in  Southern  California.  Al- 
though I  am  in  Northern  California,  how  goes  Southern  California 
goes  the  rest  of  that  State  and  how  goes  California  goes  the  rest 
of  this  country.  If  we  are  hurting,  the  rest  of  the  Nation  hurts,  and 
you  are  doing  a  good  job. 

I  also  want  to  commend  you  and  the  administration  in  your  dedi- 
cation to  invest  in  the  Nation's  infrastructure.  As  you  say  in  your 
testimony,  this  investment  is  important.  It  not  only  helps  with  our 
transportation  problems,  this  increased  budget  will  create  much- 
needed  jobs.  And  a  lot  of  these  are  jobs  of  the  future. 

And  that  is  what  I  would  like  to  talk  to  you  about.  Secretary 
Reich  is  going  to  be  here  on  Thursday,  and  he  is  going  to  be  talking 
about  his  job  training  program.  I  have  a  job  training  legislation  for 
displaced  workers,  and  I  think  it  is  important  to  know  what  kinds 
of  jobs  will  be  created  this  year  in  your  transportation  budget.  And 
do  we  have  a  work  force  available  and  trained  for  those  jobs,  and 
if  not,  how  are  we  going  to  go  about  meeting  that  need? 

Secretary  Pena.  Congresswoman,  generally  speaking,  the  kinds 
of  jobs  we  create  with  our  1995  budget  request  range  from  con- 
struction jobs  in  building  highways,  to  high  technology  jobs  that 
will  help  us  invest  in  intelligent  vehicle  highway  systems  or  global 
satellite  technology. 

In  terms  of  transit,  you  have  manufacturers  of  buses  and  rail- 
cars.  Those  jobs  will  be  affected  by  every  acquisition  made  of  a  new 
railcar  or  new  bus. 

In  the  area  of  FAA,  that  again  is  technology  and  construction,  be- 
cause we  are  going  to  be  providing  grants  to  airports  to  build  new 
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runways  or  add  to  their  overall  airport  operations.  In  terms  of  Fa- 
cilities and  Equipment,  that  is  new  technology  and  high  tech  jobs 
for  those  areas. 

We  estimate  that  on  average  for  every  billion  dollars  that  we  in- 
vest in  transportation  infrastructure,  we  create  about  24,000  direct 
jobs  from  that  investment.  This  budget  has  a  very  positive  effect 
on  job  creation,  but  more  importantly,  the  direct  impact  of  jobs  is 
the  impact  on  the  economy. 

You  mentioned  Northern  California.  I  was  in  Oakland  a  few 
weeks  ago  with  Mayor  Harris.  Look  at  the  fact  that  we  have  not 
been  able  to  rebuild  the  Cypres  expressway.  That  community  has 
lost  millions  of  dollars  every  month  because  that  expressway  has 
not  been  rebuilt. 

We  were  there  announcing  more  support  for  that  expressway.  It 
is  an  example  of  how  investment  made  strategically  in  infrastruc- 
ture will  improve  the  overall  economy,  business  operations,  and  the 
cost  of  moving  goods  and  people.  In  Los  Angeles,  for  example,  we 
had  to  divert  trucks  from  the  northern  part  of  L.A.  all  around  for 
a  two-hour  delay  to  come  into  Los  Angeles.  The  cost  to  those  com- 
panies was  extraordinary. 

We  really  appreciate  the  impact  we  have  on  the  economy,  by 
making  the  economy  work  more  effectively,  by  making  investments 
in  our  infrastructure.  I  think  making  the  economy  work  more  effi- 
ciently is  a  byproduct  of  this  investment. 

Ms.  Woolsey.  I  agree  with  you  entirely.  I  think  the  people  of 
this  country  are  looking  for  an  investment  where  they  will  be  able 
to  see  their  neighbors  working  with  hard  hats  on,  doing  something 
they  need  in  their  community. 

The  high  tech  part  of  it,  we  have  fair  warning,  so  let's  not  get 
there  and  then  realize  that  we  don't  have  trained  people  for  the 
jobs  we  are  creating,  because  we  have  got  training  dollars  and  we 
have  got  actual  jobs  that  are  going  to  be  created.  Let's  make  sure 
they  go  hand  in  hand  and  not  wait  for  and  then  be  behind  the 
eight-ball. 

So  I  will  work  with  you,  and  you  push  on  that,  because  it  is  im- 
portant. I  would  like  also  to  know  what  the  administration's  com- 
mitment will  be  to  what  I  consider  the  jobs  of  the  future,  like  clean 
air  vehicles  and  other  environmentally  sound  transportation  prod- 
ucts. 

Is  there  funding  in  this  budget  for  the  kind  of  transportation  we 
need  for  the  future? 

Secretary  Pena.  Yes,  there  will.  In  our  research  and  development 
program  a  part  of  that  is  our  involvement  with  ARPA.  We  are  now 
full-fledged  members  of  the  ARPA  group  of  departments  that  help 
fund  those  dual-use  technologies.  We  are  very  interested  and  be- 
lieve we  have  in  the  past  funded  some  new  technologies  in  the  area 
of  transportation  that  are  futuristic,  that  we  think  will  be  extraor- 
dinary. 

For  example,  about  a  month  and  a  half  ago  ARPA  funded  a  com- 
pany which  is  exploring  the  use  of  fiber  optics  to  replace  2,000  or 
3,000  pounds  of  wiring  on  airplanes.  That  would  have  an  incredible 
impact  on  the  efficiency  and  safety  of  airplanes.  There  are  a  num- 
ber of  examples,  using  the  stealth  bomb  material  to  build  bridges 
in  Southern  California,  for  example. 
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Another  company  in  Southern  California  is  thinking  of  building 
buses  out  of  that  material.  These  are  the  kinds  of  new  visionary 
technologies  that  we  think  are  available  because  of  defense  usage 
and  defense  initiative  if  only  we  can  convert  them  to  civilian  use. 
And  we  are  very  much  involved  in  that  technology. 

Ms.  WOOLSEY.  That  is  going  to  work.  My  district  has  a  need,  and 
that  is  to  use  ISTEA  funding  for  a  transportation  study  for  the  en- 
tire district.  Two  counties  that  never  agree  on  anything,  they  agree 
that  they  need  a  study.  Is  that  going  to  be  part  of  what  we  are 
going  to  be  able  to  count  on  from  ISTEA? 

They  want  land  use  planning  to  be  part  of  it.  Do  you  think  we 
can  count  on  ISTEA  funding  for  that? 

Secretary  Pena.  There  are  two  approaches  there.  First  of  all,  ob- 
viously we  have  to  work  through  the  metropolitan  planning  organi- 
zation process. 

Second,  if  they  are  looking  for  additional  assistance  for  planning, 
we  have  increased  our  planning  funds  available  in  ISTEA  gen- 
erally, so  there  will  be  some  new  money  available,  for  a  total  of 
about  $500  million. 

Third,  the  money  available  both  for  specialized  planning  and  to 
some  extent  implementation  of  plans  that  are  completed.  So  we 
think  those  three  avenues  will  provide  some  additional  funding  to 
help  those  MPOs  do  better  planning. 

In  the  hearings  last  year  we  heard  a  number  of  concerns.  One 
was  relaxation  of  the  rigid  rulings  we  have  in  the  department  in 
implementing  ISTEA;  and  secondly,  assisting  local  elected  officials 
and  neighborhood  groups  with  planning  and  technical  assistance. 
Those  MPOs  now  have  far  greater  responsibility  and  power  under 
ISTEA,  and  some  of  them  are  not  quite  geared  up  to  deal  with  that 
new  responsibility.  We  have  heard  that. 

I  think  those  planning  grants  will  help  them  be  prepared  to  do 
the  kind  of  analysis  they  need  to  do. 

Ms.  WOOLSEY.  Good,  because  you  have  given  me  some  tools,  be- 
cause I  tell  my — both  supervisory  groups  that  I  won't  get  them  any 
money  unless  they  agree.  So  now  I  can  throw  that  bone  out  to  them 
that  is  there.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Chairman  SABO.  Mr.  Price? 

Mr.  Price.  Thank  you. 

Secretary  Pena,  Assistant  Secretary  Stoll,  let  me  welcome  you 
both.  I  do  look  forward  to  another  round  tomorrow  morning  in  the 
Transportation  Appropriations  Subcommittee.  So  we  will  have  a 
full  review  of  this  proposal.  And  I  would  look  at  it  somewhat  broad- 
ly in  this  hearing. 

You  have  presented  your  budget  as  a  model  of  both  spending  re- 
straint and  also  some  prudent  redirecting  of  spending.  On  the  re- 
straint side,  let  me  clarify  what  we  are  dealing  with  here. 

You  talk  about  a  2  percent  increase,  but  that  is  a  2  percent  in- 
crease in  nominal  funding,  1994  to  1995,  nominal  dollars,  1994  to 
1995.  So  in  current  services  terms  we  are  talking  about  a  freeze 
or  less.  Can  you  clarify  that? 

Secretary  Pena.  I  am  sorry,  Congressman.  Could  you  clarify 
what  you  mean  by  a  freeze? 
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Mr.  Price.  Well,  in  current  services  terms,  we  are  clearly  not 
talking  about  a  2  percent  increase,  when  you  adjust  for  inflation 
or  whatever  you  need  to  adjust  for.  What  are  we  talking  about  in 
1995  services  versus  1994  services,  in  terms  of  capacity  of  your  de- 
partment to  carry  out  programs? 

Secretary  PENA.  That  is  a  fair  comment.  I  was  making  the  com- 
parison in  relation  to  other  departments  in  the  government  that  ex- 
perience significant  cuts.  I  stated  earlier  that  six  other  depart- 
ments were  cut  significantly.  I  think  eight  saw  increases,  and  we 
were  one  that  saw  an  increase.  So  relatively  speaking,  we  thought 
we  were  at  least  in  a  little  better  shape  than  others. 

But  we  were  also  proposing  reductions  and  cuts  in  certain  pro- 
grams. 

Mr.  Price.  Well,  when  we  talk  about  a  5-year  freeze  in  discre- 
tionary spending  in  current  services  terms,  that  comes  to  an  aver- 
age 13  percent  reduction  over  those  5  years,  when  you  consider  in- 
flation and  consider  what  it  would  take  to  deliver  the  same  level 
of  services  year  after  year.  So  I  would  infer  that  what  we  are  look- 
ing at  here  for  1995  was  pretty  much  a  level  capacity. 

Ms.  Stoll.  That  is  correct. 

Secretary  Pena.  In  terms  of  inflation,  you  are  right,  Congress- 
man. That  is  right. 

Mr.  Price.  On  the  redirecting  side  or  the  new  priorities  side,  you 
have  made  a  good  deal  of  that  and  I  think  for  good  reason.  You 
clearly  have  in  this  budget  not  just  kept  chugging  along  with  every- 
thing at  the  same  level.  You  have  made  some  tough  choices. 

We  have  already  talked  about  some  of  them.  You  have  increased 
the  mass  transit  formula  grants,  especially  the  capital  portion, 
which  is  up  40  percent.  At  the  same  time  you  are  cutting  back 
mass  transit  operating  assistance  by  25  percent.  You  are  raising 
Amtrak  capital  in  operating  assistance. 

At  the  same  time  you  are  really  slowing  down  on  this  high-speed 
rail  development.  There  is  no  funding  for  development  of  any  high- 
speed rail  corridors  beyond  Northeast  corridors,  as  I  read  this 
budget. 

You  are  making  a  modest  increase  in  aviation  facilities  and 
equipment,  but  then  you  are  at  best  maintaining  aviation  oper- 
ations in  the  airport  improvement  program  at  1994  levels.  Modest 
increases  in  Coast  Guard  capital  investments,  but  the  Coast  Guard 
operating  account  is  just  under  current  services,  and  so  it  goes. 

I  suppose  these  changes  in  priorities  are  pretty  well  distributed 
across  the  transportation  modes,  maybe  excepting  aviation.  As  I 
read  it,  aviation  funding  is  projected  flat  at  around  $8.8  million 
every  year  through  1999.  But  generally,  it  is  distributed  among 
transportation  modes.  Some  of  what  is  going  on  here  you  have  al- 
ready pointed  out.  There  is  a  preference  clearly  for  formula  funding 
as  opposed  to  demonstration  projects.  There  is  a  preference  for  cap- 
ital funding  as  opposed  to  operating  expenses.  Maybe  other  threads 
that  run  through  here  that  you  would  care  to  elaborate  on. 

I  especially  wonder  about  the  deemphasis  of  high-speed  rail  in 
this  context.  You  say  you  are  doing  a  lot  less  than  you  hope  for. 
I  suspect  that  is  something  of  an  understatement. 

Are  we  simply  talking  about  the  money  running  out  and  the 
budget  pressures  being  so  intense  that  something  had  to  give,  or 
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is  there  something  else  going  on  here,  some  farther  reaching  re- 
evaluation  of  the  future  of  high-speed  rail  in  so  many  of  these  pro- 
posed corridors  that  we  ought  to  know  about?  Could  you  give  us 
some  enlightenment  on  that,  and  anything  else  you  want  to  say 
about  this  general  pattern  of  the  altered  priorities. 

Secretary  Pena.  Congressman,  I  think  you  have  very  appro- 
priately described  the  general  thrust  of  the  1995  request.  I  would, 
before  I  answer  your  question  on  high-speed  rail,  add  that  we  also 
looked  at  programs  that  had  been  in  effect  for  many  years,  and 
which,  while  well  intended,  when  they  were  started  many  years 
ago,  we  felt  that  today  ought  to  be  cut,  and  terminated  completely. 
Very  controversial  decisions. 

Let  me  give  you  an  example.  The  Local  Rail  Freight  Assistance 
program,  which  has  been  in  effect  I  think  for  almost  20  years  now. 
I  have  been  advised  that  when  the  law  was  first  passed  it  was  sup- 
posed to  be  a  2  or  3-year  bill.  It  came  at  a  time  when  that  small 
industry,  the  local  freight  industry,  was  having  financial  difficulty, 
and  this  was  thought  to  be  helpful.  Well,  as  with  so  many  other 
programs,  the  funding  continued,  and  we  finally  said,  it  is  now 
time  to  end  that  program. 

We  did  that,  for  example,  in  looking  at  the  Essential  Air  Service 
program,  which  was  intended  to  assist  communities  that  were  truly 
isolated  from  an  airport.  We  saw  the  subsidies  grow  to  over  $200 
per  passenger.  Some  communities  are  closer  than  70  miles  to  an 
airport.  We  had  to  ask  the  question  if  you  live  70  miles  from  an 
airport,  you  could  drive  to  that  airport  or  that  you  didn't  need  to 
have  the  subsidy  if  it  was  over  $200  a  passenger. 

We  went  back  and  scrubbed  all  of  these  programs,  which  I  think, 
Congressman,  the  American  people  want  us  to  do,  to  ask  the  tough 
questions  about  whether  we  should  continue  to  have  certain  pro- 
grams we  have  had  for  a  long  time.  We  did  a  lot  of  that  and  I 
would  add  that  to  the  list  you  have  made. 

As  respects  high-speed  rail,  I  would  say  two  things.  Number  one, 
you  are  right,  we  had  a  very  difficult  budget  to  look  at.  Second,  in 
our  discussions  with  OMB  and  the  President  about  this,  we  recog- 
nized that  ISTEA  has  called  for  an  analysis  of  the  financial  fea- 
sibility of  high-speed  rail  in  the  country.  We  haven't  done  that 
study.  I  wish  I  could  tell  you  why  the  department  in  previous  years 
has  not  done  that  study.  We  are  going  to  do  it.  We  think  that  will 
give  us  better  information  to  come  back  in  another  year  or  so  and 
present  to  the  Congress  a  much  more  detailed,  thoughtful  proposal 
on  high-speed  rail. 

The  legislation  we  introduced  last  year  called  for  investment  in 
certain  corridors.  We  thought  that  was  the  right  direction  to  go  in. 
We  also  need  to  explore  the  possible  use  of  private  sector  dollars 
in  a  number  of  States  that  are  moving  ahead  in  high-speed  rail  in 
their  communities. 

At  this  point,  the  way  I  would  describe  the  budget  for  high-speed 
rail  is  we  have  taken  a  sidestep  to  do  further  analysis  and  then 
come  back  to  the  Congress  with  a  better,  more  comprehensive  pro- 
posal. 

Mr.  Price.  The  analysis  will  be  focused  now  on  technical  feasibil- 
ity and  the  research  agenda,  or  are  we  talking  about  a  corridor-by- 
corridor  examination  of  the  earlier  plans? 


27 

Secretary  Pena.  There  are  three  components  to  it.  First  is  the 
technology  piece.  The  analogy  I  used  earlier  this  afternoon  was  the 
one  of  investing  in  nonelectric  locomotives.  If  we  can  get  that  tech- 
nology on  board  sooner,  we  can  very  significantly  reduce  the  cost 
of  corridors  in  the  future,  which,  as  you  know,  are  very  expensive 
if  they  are  electrified. 

The  other  is  to  do  the  analysis  required  by  ISTEA  to  look  at  a 
national  agenda  for  high-speed  rail  and  look  at  its  commercial  fea- 
sibility and  focus  on  that  and  determine  whether  it  is  realistic. 

The  third  piece  is  to  work  more  closely  with  Amtrak.  After  all, 
they  are  the  one  high-speed  rail  service  we  have  in  the  country 
today.  It  is  not  in  a  stable  financial  position.  We  want  to  do  that 
now,  to  use  it  as  a  model  as  we  build  upon  its  success  for  future 
investment  decisions. 

Mr.  Price.  Thank  you. 

Chairman  Sabo.  Mr.  Franks? 

Mr.  Franks.  Thank  you,  Mr.  Chairman. 

Welcome,  Mr.  Secretary.  Mr.  Secretary,  I  am  from  New  Jersey, 
which  is  the  most  densely  populated  State  in  the  Nation.  You  are 
frowning  already.  I  haven't  even  asked  you  the  question,  Mr.  Sec- 
retary. There  are  some  unique  problems  we  face.  One  is  Clean  Air 
compliance. 

In  order  to  address  that  need,  our  New  Jersey  mass  transit  agen- 
cy developed  over  the  last  decade  an  Urban  Core  project,  which  is 
something  I  know  Senator  Lautenberg  has  been  discussing  with 
you  over  the  course  of  the  last  several  weeks. 

And  I  am  a  little  confused  because  from  reading  the  press  ac- 
counts of  his  meetings  with  you,  you  have  spoken  in  two  very  dif- 
ferent ways  about  it.  On  the  one  hand,  you  have  zeroed  out  funding 
in  terms  of  commitment  for  the  fiscal  year  1995  budget  to  those 
particular  projects.  But  on  the  other  hand,  you  have  said  some  rea- 
sonably encouraging  things  about  the  Urban  Core  project. 

Can  you  help  me  out,  understand  your  view  of  this  a  bit  better? 

Secretary  Pena.  Congressman,  I  am  trying  to  do  this  by  recollec- 
tion, but  was  that  one  of  the  new  start  transit  projects? 

Mr.  Franks.  It  was. 

Secretary  Pena.  Congressman,  what  we  tried  to  do  in  our  strate- 
gic plan,  is  to  try  to  complete  what  we  have  started,  because  there 
are  so  many  projects  that  are  ongoing.  We  are  investing  dollars  in 
different  ways,  and  we  are  not  seeing  the  completion  of  many  of 
these  projects.  So  that  is  our  highest  priority. 

Second,  as  respects  those  transit  projects  where  we  have  full- 
funding  agreements,  they  will  be  funded  with  the  1995  budget  re- 
quest. We  will  work  with  other  transit  agencies  in  seeing  if  full 
funding  agreements  or  letters  of  intent  can  be  completed  before 
September  of  this  year,  and  New  Jersey  Urban  Core  is  one  of  them. 
We  are  hopeful  that  if  we  can  work  with  them,  get  that  done  in 
that  time  frame,  perhaps  we  can  make  some  adjustments. 

But  at  least  the  initial  request  we  have  submitted  is  to  only  fund 
those  that  we  have  full-funding  agreements  with  today.  But  there 
is  little  flexibility  there  for  others  that  we  can  bring  on  board  much 
sooner. 

Mr.  Franks.  Thank  you. 
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Secondly,  Mr.  Secretary,  the  problem  of  aircraft  noise,  which  im- 
pacts my  area  of  northern-central  New  Jersey  quite  dramatically. 
Can  you  give  me  any  update  on  what  the  status  of  the  computer 
modeling  might  be  from  the  FAA  testing  out  the  alternative  routes 
which  have  been  suggested,  and  any  update  you  might  be  able  to 
provide  us? 

Secretary  Pena.  Congressman,  that  is  still  being  completed.  I 
don't  think  it  should  take  much  longer  to  finish  that  task.  I  will 
talk  to  the  FAA  administrator,  Mr.  Hinson,  to  see  where  we  are 
with  that,  but  I  think  we  are  getting  close  to  completing  that  anal- 
ysis. We  can  get  back  to  you  and  give  you  a  specific  date. 

[The  information  follows:] 

The  computer  modeling  referred  to  was  an  ocean  routing  proposal  suggested  by 
the  New  Jersey  Citizens  for  Environmental  Research  and  the  New  Jersey  Coalition 
Against  Aircraft  Noise.  Our  modeling  on  this  proposal  is  complete  and  the  findings 
and  analysis  will  be  included  in  the  Final  Environmental  Impact  Study  (FEIS)  on 
the  Expanded  East  Coast  Plan  over  New  Jersey  to  be  released  early  this  spring. 

Mr.  Franks.  I  know  you  have  been  very  attentive  to  that  prob- 
lem. We  all  appreciate  it. 

Lastly,  the  problem  that  was  exacerbated  over  the  course  of  this 
past  several  days  in  the  Northeast,  some  very  warm  weather:  the 
problem  of  pot  holes.  Our  local  roadway  and  State  highway  systems 
are  in  rather  a  significant  disrepair  in  lieu  of  the  contraction  and 
expansion  of  the  asphalt,  the  seepage  of  water  under  our  roadways. 

Our  State  DOT  normally  spends  about  $4  million  repairing  pot 
holes  over  the  winter.  They  are  up  to  about  $6  million,  and  we 
have  got  6  weeks  of  bad  weather  to  look  forward  to.  They  normally 
use  about  23,000  tons  of  asphalt  in  their  repairs.  They  have  al- 
ready used  30,000  today. 

I  am  wondering  if  you  believe  the  Federal  Government  has  any 
responsibility  to  help  State  and  local  governments  with  some  of 
these  roadway  repairs  that  present  in  the  case  of  my  own  district 
yesterday  a  tragic  death  of  a  young  29-year-old  woman  who  hit  a 
pot  hole,  pulled  over  to  the  side  of  the  road  and  during  the  course 
of  trying  to  change  her  tire,  another  car  hit  the  same  pot  hole, 
swerved  and  killed  her. 

Does  the  Federal  Government  have  any  financial  responsibility 
to  recognize  that  this  is  a  particularly  exigent  winter  pattern  that 
certainly  is  beyond  the  capacity  or  control  of  local  transit  officials 
to  deal  with? 

Secretary  PENA.  Congressman,  I  guess  we  haven't  framed  it  in 
quite  that  context,  although  that  is  a  very  fair  request  of  us.  We 
have  tried  to  focus  our  investment  priorities  in  the  1995  budget  to 
help  States  maintain  the  current  infrastructure,  because  we  think 
that  investment  in  maintenance  pays  off  more  in  the  long  run. 

We  hope  that  with  the  request  that  we  have  made,  which  would 
fully  fund  the  Federal  formula  side  of  the  highway  side  of  ISTEA, 
that  States  like  yours  would  have  additional  flexibility  to  deal  with 
the  problem  of  pot  holes. 

The  only  question  I  would  have  is  the  extent  to  which  some  of 
those  dollars  can  go  to  local  roads  in  a  particular  city.  I  would  sus- 
pect, given  my  past  experience  as  mayor  of  Denver,  that  that  would 
primarily  fall  on  the  city  in  terms  of  its  public  works  or  transpor- 
tation budget  to  deal  with  that  problem.  But  on  the  State  roads 
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and  major  arterials,  that  additional  funding  could  be  used  for  those 
purposes. 

Mr.  Franks.  Mr.  Secretary,  thank  you  very  much. 

Chairman  Sabo.  Mr.  Secretary,  thank  you  very  much,  and  I  am 
sorry  I  won't  be  at  the  subcommittee  hearing  tomorrow;  I  have  an- 
other committee  to  Chair  here. 

We  look  forward  to  continuing  to  work  with  you.  You  provide  out- 
standing leadership  and  we  are  lucky  to  have  you  in  the  job  you 
have. 

Thank  you. 

Secretary  Pena.  Thank  you,  Mr.  Chairman. 

[Whereupon,  at  3:35  p.m.,  the  committee  was  adjourned.] 
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